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PREFACE 

1  have  found  it  necessary  to  enlarge  this  Volume  very  con- 
siderably 

AVhen  some  few  years  ago  a  movement  was  started  to  abolish 
our  present  system  of  Coinage,  the  most  perfect  and  successful 
ever  devised  by  the  ingenuity  of  man,  and  to  restore  the  old 
Bimetallic  System,  which,  after  having  been  vainly  attempted  to 
be  maintained  for  five  hundred  years,  had  been  finally  abandoned 
as  hopeless,  impracticable  and  injurious,  it  seemed  so  contrary  to 
demonstrated  Science  that  most  persons  thought  that  it  was  not 
worth  any  attention 

But  such  is  no  longer  the  case.  This  movement  has  had  such 
an  unexpected  extension,  and  met  with  such  wide  support  from 
numerous  and  influential  persons  in  nearly  every  country,  that  it 
can  no  longer  be  neglected.  There  is  no  graver  and  more 
momentous  Economic  question  at  the  present  day,  nor  one  which 
is  at  the  present  time  being  more  hotly  discussed  throughout  the 
world 

I  have,  therefore,  found  it  necessary  to  give  the  whole  subject 
of  the  Coinage  much  greater  prominence  than  it  received  in  the 
previous  edition.  I  have  given  a  chapter  to  explain  the  general 
principles  of  the  Coinage,  and  also  one  specially  to  Bimetalism 

The  gradual  adoption  by  most  of  the  European  States  of  a 
single  Gold  Standard,  coined  in  unlimited  quantity,  and  made 
legal  tender  to  any  amount,  with  Coins  of  other  metals  such  as 
Silver  strictly  limited  in  quantity,  and  made  only  subsidiary  to 
the  Standard  Unit — which  is  termed  Monometalism — is  one  of 
the  most  important  Economical  events  of  the  nineteenth  century. 
But  comparatively  few  even  of  the  persons  who  acquiesce  in  this 
system  as  being  established  and  successful,  are  fully  informed  of 
the  historical  facts  and  arguments  on  which  it  is  founded.  The 
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purpose  of  this  chapter  is  to  give  a  succinct,  but  sufficiently  full 
account  of  the  indubitable  historical  facts,  and  the  incontrovertible 
arguments  which  a  long  series  of  illustrious  men  during  five 
centuries  have  based  upon  these  facts,  upon  which  the  modern 
system  of  Monometalism  is  founded,  and  to  examine  whether  the 
Bimetalists  have  brought  forward  any  sound  reasons  for  invali- 
dating them  and  reverting  to  the  former  system 

The  whole  of  this  vast  controversy  is  reducible  to  a  single 
simple  and  definite  issue 

Supposing  that  Gold  and  Silver  are  coined  in  unlimited 
quantities,  and  a  Fixed  Legal  Ratio  is  enacted  between  them — 

(1)  Is  it  the  Legal  Fixed  Ratio  enacted  between  the  Coins 
which  governs  the  relative  Value  of  the  metals  in  Bullion  ? 

(2)  Or  is  it  the  relative  Value  of  the  metals  in  Bullion  which 
governs  the  relative  Value  of  the  Coins  ? 

(3)  And  if  it  be  found  impossible  for  any  single  State  to 
maintain   Gold   and   Silver  coined   in   unlimited   quantities    in 
circulation  at  a  Fixed  Legal  Ratio,  is  it  possible  for  any  number 
of  States  combined  to  do  so  by  an  International  Agreement  ? 

This  is  the  whole  gist  of  the  controversy,  and  all  facts  and 
arguments  adduced  must  be  directed  to  establish  one  or  other  of 
these  points.  All  descriptions,  however  long,  or  however  true,  of 
the  unfortunate  state  of  commerce  at  the  present  time,  are 
utterly  irrelevant  and  beside  the  question,  and  must  at  once  be 
dismissed  from  consideration.  This  issue,  which  is  the  sole  point 
in  the  case,  is  not  to  be  determined  by  assertions  evolved  out  of 
the  inner  consciousness  of  any  persons,  however  numerous  and 
influential,  but  by  a  strict  investigation  of  the  history  of  the 
Coinage  in  different  countries,  and  by  solid  arguments  formed  on 
the  observation  of  these  facts 

I  have  given  succinct,  but  I  hope  sufficient,  notices  of  the 
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•attempt  to  maintain  Bimetalism  in  England  and  France  for  five 
hundred  years,  and  its  total  failure  and  final  abandonment  in 
these  countries 

In  both  countries  it  was  attempted  to  maintain  unlimited 
quantities  of  Gold  and  Silver  in  circulation  at  a  Fixed  Legal 
Ratio,  but  it  totally  failed.  Oresme  in  France,  Copernicus  in 
Poland,  and  Gresham  in  England  demonstrated  that  the  relative 
Value  of  the  metals  in  Bullion  governs  the  relative  value  of  the 
Coins  :  and  that  if  the  Fixed  Legal  Ratio  between  the  Coins 
differs  from  the  market,  or  natural,  Value  of  the  metals  in 
Bullion,  the  Coin  which  is  underrated  invariably  disappears  from 
circulation,  and  the  Coin  which  is  overrated  alone  remains 
current 

As  it  was,  however,  found  to  be  impossible  to  be  constantly 
adjusting  the  Fixed  Legal  Ratio  of  the  Coins  to  the  perpetually 
varying  Value  of  the  metals,  Petty,  Locke,  and  Harris  demon- 
strated that  the  true  remedy  was  to  adopt  One  metal  only  as 
the  Standard  Unit,  and  to  issue  Coins  of  other  metals  only  as 
subsidiary  to  the  Standard  Unit.  This  doctrine  was  enforced  in 
a  masterly  treatise  by  Lord  Liverpool  in  1805,  was  entirely 
approved  of  by  the  Governor-General  of  India  in  Council  in 
IMM;,  and  was  finally  established  by  Law  at  the  great  recoinage 
of  181 6.  And  ever  since  then  England  has  enjoyed  the  most 
perfect  system  of  Coinage  ever  devised  by  the  ingenuity  of  man, 
and  has  been  perfectly  free  from  all  Coinage  troubles 

I  am  fortunate  in  being  able  to  bring  before  my  readers  an 
experience  which  is  wholly  novel  to  the  general  public,  and  is  of 
overwhelming  weight 

Mr.  Robert  Chalmers,  of  the  Treasury,  author  of  a  very 
useful  History  of  Colonial  Currencies,  informed  me  that  the 
Governor-General  of  India  in  Council  had  issued  a  most  important 
^Minute  on  Bimetalism  in  1806 
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Upon  making  application  to  the  India  Office,  I  was  at  once 
most  courteously  permitted  to  take  a  copy  of  this  Minute  and  to 
publish  it.  I  have  given  verbatim  extracts  of  such  parts  of  it  as 
relate  to  Bimetalism,  which  are  now  for  the  first  time  made 
public,  and  they  are  of  decisive  weight  in  the  present  discussion. 

It  will  be  seen  that  the  Indian  Government,  being  plagued 
and  tormented  by  the  multitude  of  Gold  and  Silver  Coins — I)  1)4 
in  number — circulating  in  India  of  different  weights  and  fineness, 
attempted  to  establish  Bimetalism  in  India  in  1766.  But  the 
attempt  wholly  failed,  and  having  had  ample  experience  of 
Bimetalism  in  all  its  forms,  denounced  and  renounced  it  and  all 
its  woes,  and  declared  its  adoption  of  Monometalism.  Most 
unfortunately,  when  they  had  the  choice  of  either  metal,  they 
adopted  Silver  exclusively,  and  totally  demonetised  Gold,  which 
has  been  the  cause  of  all  our  present  troubles 

It  will  be  seen  that  the  illustrious  authorities  I  have  cited, 
with  the  ample  experience  of  centuries  before  them,  have 
unanimously  demonstrated  that  it  is  the  relative  market  Value 
of  the  Metals  which  governs  the  relative  Yalue  of  the  Coins — 
and  not  the  reverse,  as  the  Bimetalists  assert.  The  Fixed  Legal 
Eatio  of  the  Coins  never  had  the  least  effect  on  the  market  Yalue 
of  the  Metals.  During  all  this  long  period  of  time  not  a  single 
person  supported  the  doctrine  now  maintained  by  the  Bimetalists. 

It  was  demonstrated  by  the  inexorable  logic  of  facts  and 
incontrovertible  arguments  that — "  The  Worst  form  of  Currency 
in  circulation  regulates  the  Value  of  the  ivhole,  and  drives  all  other 
forms  out  of  Circulation"  This  great  fundamental  Law  of  the 
Coinage  is  just  as  firmly  established  as  the  Law  of  Gravitation. 
It  is  absolutely  universal.  It  is  not  limited  in  Time  or  Space. 
It  is  true  through  however  large  an  area  it  operates 

When,  therefore,  the  Bimetalists  assert  that  the  Law  which 
has  been  found  to  hold  good  in  all  ages  and  in  every  single  and 
separate  State  can  be  set  aside  and  overruled  by  an  International 
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Agreement,  it  is  just  as  rational  to  say  that  if  all  single  States 
cannot  set  aside  the  Law  of  Gravitation,  an  International 
AuTuement  can  do  so — or  to  say  that  if  any  number  of  single 
States  cannot  regulate  the  course  of  the  Moon,  an  International 
Agreement  can  do  so 

But  to  determine  all  the  issues  raised  by  the  Bimetalists  much 
wider  considerations  are  necessary 

The  rock  upon  which  the  Bimetalists,  and  most  other  persons 
who  chatter  about  the  Currency,  founder,  is  that  they  consider 
Gold  and  Silver  only  to  be  the  Currency,  or  Circulating  Medium 
of  the  world,  and  the  Measure  of  Prices 

But  the  Currency,  or  Circulating  Medium,  consists  not  only 
of  Specie — Gold,  Silver,  and  Copper — but  also  of  Credit  in  all  its 
forms,  both  written  and  unwritten 

The  Bimetalists  persistently  assert  that  the  commercial 
malaise  which  prevails  throughout  the  world  at  the  present  time 
is  due  to  the  Scarcity  and  Appreciation — as  they  are  pleased  to 
term  it,  by  which  they  mean  the  rise  in  the  Value — of  Gold. 
They  attribute  this  to  the  Demonetisation  of  Silver,  and  they 
allege  that  this  fall  in  the  Value  of  a  certain  number  of  commo- 
dities is  due  to  the  fact  that  Gold  has  to  do  double  duty.  They 
allege  that  if  Gold  and  Silver  were  coined  in  unlimited  quantities 
at  a  Fixed  Legal  Ratio,  it  would  increase  the  Currency,  or  Cir- 
culating Medium,  of  the  world 

Now,  in  the  first  place,  no  country  whatever  has  Demonetised 
Silver  :  all  they  have  done  is  to  restrict  its  quantity.  In  the 
second  place,  the  history  of  the  Coinage  in  different  countries 
proves  that  in  no  country  whatever  did  Gold  and  Silver  ever 
circulate  together  in  unlimited  quantities  at  a  Fixed  Legal 
Ratio.  But  they  alternately  drove  each  other  out  of  circulation, 
as  one  or  the  other  was  overrated  or  underrated  by  the  Fixed 
Legal  Ratio.  And  it  is  a  pure  delusion  to  suppose  that  coining 
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Gold  and  Silver  in  unlimited  quantities  at  a  Fixed  Legal  Ratio 
would  augment  the  Currency  of  the  world 

All  these  assertions  are  the  coinage  of  the  vain  imagination  of 
the  Bimetalists,  arising  from  their  neglecting  to  study  the  history 
of  the  Coinage  in  different  countries,  and  their  ignorance  of  the 
rudimentary  Laws  of  Economics 

In  the  next  place,  they  totally  omit  the  consideration  of  what 
they  might  see  in  any  Treatise  on  Economics,  that  Rights  of 
action,  Credits,  or  Debts,  have  exactly  the  same  effects  on  Pro- 
duction and  Prices  as  an  equal  quantity  of  Gold 

In  this  Treatise  we  have  given  a  complete  exposition  of  the 
Juridical  and  Scientific  principles  of  Credit  :  and  the  organisation 
and  mechanism  of  the  colossal  system  of  Credit,  both  Mercantile 
and  Banking  :  and  to  apprehend  the  subject  of  Bimetalism  it  is 
necessary  to  consider  it  in  combination  with  the  system  of  Credit. 

The  fact  is  we  have  long  passed  through  the  ages  of  Gold 
and  Silver — we  are  now  in  the  age  of  Credit,  or  Paper.  Gold 
and  Silver  are  only  now  used  in  small  daily  and  retail  transac- 
tions to  serve  as  pocket-money.  All  operations  in  Commerce  and 
Trade  are  now  carried  on  by  means  of  Rights  of  action,  Credits, 
or  Debts :  and  the  only  use  of  Gold  now  in  commerce  is  for 
Banks  to  keep  such  strong  reserves  of  Gold,  as  to  inspire  the 
public  with  confidence  that  they  can  pay  their  Credits  at  any 
moment  on  demand.  I  have  shown  that  Credits,  or  Circulating 
Debts,  now  constitute  99  per  cent,  of  the  Currency  in  this  and 
other  great  mercantile  countries 

To  treat  of  the  question  of  the  Currency,  or  Circulating 
Medium,  or  the  Measure  of  Prices,  at  the  present  day,  and  to 
include  only  Gold  and  Silver  under  that  title,  and  to  leave  out  all 
consideration  of  the  colossal  system  of  Credit,  is  just  as  irrational 
as  it  would  be  to  write  a  general  treatise  on  Mathematics,  and  to 
leave  out  all  mention  of  the  Differential  Calculus  and  its  develop- 
ments— or  to  write  a  treatise  on  the  Conveyances  of  the  present 
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day,  and  to  include  only  pack  horses,  stage  coaches  and  stage 
wagons,  and  to  omit  all  mention  of  Canals,  Railroads  and 
Steamers — or  to  write  a  treatise  on  Machines  and  to  leave  out  all 
mention  of  the  Steam  Engine 

In  fact  Banking  Credits  are  now  for  all  practical  purposes 
the  Current  Coin  of  the  Realm  :  and  to  show  what  a  mass  of 
Banking  Credits  may  be  built  on  a  very  slender  basis  of  Specie, 
we  may  take  the  example  of  dear  old  Scotland,  because  it  has  the 
best  organised  system  of  Banking  in  the  world.  It  appears  by 
the  last  official  accounts,  that  with  a  reserve  in  Gold  of 
£4,866,511  the  Scottish  Banks  are  able  to  support  Banking 
Credits  to  the  amount  of  £92,240,356.  These  92  millions  of 
Banking  Credits  have  exactly  the  same  effects  in  all  respects  as 
an  equal  quantity  of  Gold.  And  when,  by  a  well-organised 
system  of  Banking,  it  is  found  possible  for  all  practical  purposes 
to  multiply  less  than  5  millions  of  Gold  into  more  than  92 
millions,,  what  becomes  of  the  baseless  cry  of  the  Bimetalists  of 
'the  Scarcity  and  the  Appreciation  of  Gold  ? 

If  any  one  wishes  to  comprehend  the  marvellous  powers  of  a 
well-organised  system  of  Banking,  let  him  study  the  mechanism 
of  the  Banking  System  of  Scotland,  given  in  this  work,  and  he 
will  then  see  the  force  of  the  aphorism  of  Demosthenes — "  If  you 
were  ignorant  of  this  that  Credit  is  the  greatest  Capital  of  all 
towards  the  acquisition  of  Wealth,  you  would  be  utterly  ignorant:  " 
and  of  the  aphorism  of  Daniel  Webster — "  Credit  has  done  more, 
a  thousand  times,  to  enrich  nations  than  all  the  mines  of  all  the 
world" 

Thus  all  the  assertions  of  the  Bimetalists  are  melted  into  air, 
into  thin  air,  leaving  not  a  rack  behind 

Bimetalists  complain  that  they  never  can  get  Monometalists 
to  answer  their  facts  and  arguments.  The  answer  is  very  simple. 
They  never  do  adduce  any  real  facts  or  arguments.  Mouo- 
metalists  may  have  a  vague  general  idea  that  their  system  is  the 
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right  one,  but  very  few  have  any  real  knowledge  of  the  historical 
facts  and  the  arguments  based  on  these  facts,  upon  which  the 
system  of  Monometalism  is  founded.  I  have  given  in  this 
chapter  a  succinct,  but  sufficiently  full,  statement  of  the  facts  and 
arguments  upon  which  Monometalism  is  founded,  and  by  which 
Monometalists  must  defend  it — and  also  to  show  Bimetalists  the 
facts  and  arguments  which  they  have  to  assail,  controvert,  and 
overthrow — if  they  can — before  they  are  entitled  to  a  hearing 

The  following  selection  of  Works  contains  the  historical  Facts 
of  the  case — 
Ruding,  Annals  of  the  Coinage  of  England.     3  vols.     London, 

1840 
Le  Blanc,  Traite  historique  des  Monuoyes  de  France.     Paris, 

1692 

St.  Maur,  Essai  sur  les  Monnaies.     Paris,  1746 
de  Bazinghen,  Traite  des  Monnaies.     Paris,  1764 
An  abstract  of  these  Works  is  given  in  Macleod's  Dictionary  of 

Political  Economy,  London,  1862 
The  History  of  the  Coinage  of  India 

The  History  of  Inconvertible  Paper  Money  in  numerous  countries. 
Chalmers,  History  of  the  Colonial  Currencies.     London,  1893 
With  numerous  other  works  on  the  Coinage  of  other  countries  a 

volonte 

And  for  incontrovertible  Arguments  founded  on  these  facts 
the  following  may  be  selected — 
Oresme,  Traictie  de  la  premiere  Invention  des  Monnoies.     About 

1366 

Copernicus,  Monetse  cudendaa  Ratio.     1526 
Sir  Thomas  Gresham,  Letter  to  Queen  Elizabeth.     1560 
Sir  William  Petty,  Political  Anatomy  of  Ireland.     1691 
Locke,  Considerations  concerning  the  raising  of  Value  of   the 

Money.     1692 
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ATReply  to  the  Defence  of  the  Bank,  setting  forth  the  unreason- 
ableness of  their  slow  payments.  London,  101)6 

Harris  on  Coins.     About  17.~>o 

Sir  James  Steuart,  The  principles  of  Money  applied  to  the 
present  state  of  the  Coin  of  Bengal.  1772 

Lord  Liverpool,  Treatise  on  the  Coins  of  the  Realm.     1805 

Minute  of  the  Governor-General  of  India  in  Council.     1806 
Given  in  this  Work 

Speech  of  Mr.  Wellesley  Pole,  Master  of  the  Mint,  on  intro- 
ducing the  Resolutions  in  the  House  of  Commons,  on 
which  our  present  system  of  Coinage  is  founded.  1816. 
Parliamentary  Debates,  vol.  xxxiv.,  col.  860 

Debate  on  Bimetalism  in  the  House  of  Commons.  1830. 
Parliamentary  Debates,  N.S.  vol.  xxv.,  col.  101 

Despatch  of  Sir  Charles  Wood,  Secretary  of  State  for  India,  to 
the  Government  of  India.  September,  1864 

Besides  innumerable  other  Tracts  and  speakers  a  volonte 

These  are  a  sufficient  selection  of  works  containing  the 
historical  facts  and  incontrovertible  arguments  upon  which  our 
present  system  of  Coinage  is  founded.  Let  the  Bimetalists 
retire  to  their  studies,  read,  learn,  mark,  and  inwardly  digest  the 
above  works,  and  consider  what  answer  they  can  give  to  them. 
Until  they  have  done  that  they  should  be  silent 

There  is  only  one  way  by  which  this  vast  and  wearisome  con- 
troversy can  be  brought  to  a  satisfactory  conclusion.  It  is  not 
to  be  decided  by  cheering  mobs,  or  the  votes  of  popular  assemblies 
like  the  House  of  Commons.  For  better  or  for  worse  we  are  in 
for  Democracy  in  Politics,  but  may  a  merciful  Providence  preserve 
us  from  Democracy  in  Science.  Where  would  our  sublime  system 
of  Astronomy,  or  the  beautiful  mathematical  theory  of  Light  be, 
if  they  had  to  be  submitted  to  the  judgment  of  the  yokels  of 
( 'ambridgeshire  ? 


XIV  PREFACE 

Let  a  Koyal  Commission  be  appointed,  composed  exclusively 
of  Law  Lords  and  Bankers  and  Merchants  of  the  highest  sagacity 
and  experience,  forming  a  strictly  Judicial  Tribunal.  Let  the 
Bimetalists,  as  being  the  assailing  party,  appear  before  it,  and  be 
required  to  prove  all  their  allegations  and  assertions  by  strictly 
legal  and  historical  evidence,  on  every  single  point  of  which  there 
exist  vast  masses  of  indubitable  evidence,  which  are  readily 
available 

When  the  Bimetalists  are  called  upon  to  substantiate  their 
allegations  and  assertions  before  such  a  tribunal,  they  will  find 
themselves  very  much  in  the  case  of  Shadrack,  Meshek,  and 
Abed-nego  when  cast  bound  into  the  burning  fiery  furnace — but 
they  will  not  escape  so  easily  as  those  young  gentlemen  did 

Under  the  fierce  light  of  strict  legal  cross-examination  they 
will  find  that  all  their  gaseous  assertions  have  infinitely  less 
substance  in  them  than  the  most  attenuated  Comet  that  ever 
visited  the  Solar  System 

Why  should  Birnetalism  in  the  nineteenth  century  produce 
results  in  any  way  different  from  those  it  has  produced  in  all 
preceding  ages  ? 

All  descriptions  of  the  commercial  depression  which  at  present 
indubitably  prevails  throughout  the  world  must  be  entirely 
excluded  from  consideration.  The  sole  question  is  whether  the 
remedy  which  the  Bimetalists  propose  is  possible,  and  whether  it 
would  do  anything  to  alleviate  that  depression 

The  sole  question  is — Whether  it  is  the  Fixed  Legal  Katio  of 
the  Coins  which  governs  the  relative  Value  of  the  metals  in 
Bullion  ?  or — Is  it  the  relative  Value  of  the  metals  in  Bullion 
which  governs  the  relative  Value  of  the  Coins  ? 

And  when  the  question  is  reduced  to  this  single  definite  issue, 
there  are  mountains  and  mountains  of  evidence — not  only  Ossa 
piled  upon  Pelion,  but  the  Himalayas  piled  upon  them,  in  favor 
of  the  Monometallic  system.  Whereas  there  is  not  the  faintest 
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shadow  of  tlie  shade  of  the  ghost  of  the  nih  differential  co-efficient 
of  a  pin's  point  of  evidence  in  favor  of  the  contention  of  the 
Bimetalists.  It  is  absolute  Zero 

The  evidence  of  history  and  the  arguments  of  a  series  of  the 
most  illustrious  men  for  five  centuries  are  perfectly  clear, 
unanimous  and  decisive  of  the  fact  that  it  is  the  relative  market 
Value  of  the  metals  which  governs  the  relative  Value  of  the 
Coins — and  not  the  reverse,  as  the  Bimetalists  allege.  During 
all  this  long  period  there  was  not  a  single  person  who  held  the 
present  doctrine  of  the  Bimetalists  :  the  evidence  against  it  from 
practical  experience  was  too  overwhelming 

The  Bimetalists  assert  that  fixing  a  Legal  Ratio  between  Gold 
and  Silver  by  International  Agreement  would  establish  a  stable 
exchange  between  England  and  India,  but  as  shown  in  Chapter  X., 
§  3,  it  was  proved  before  a  Committee  of  the  House  of  Lords 
that  it  is  impossible  to  have  a  Fixed  Par  of  Exchange  between 
countries  which  use  different  metals  as  their  Standard  Unit 

All  the  assertions  of  the  Bimetalists  are  the  coinage  of  their 
own  vain  imagination.  And  when  the  delusive  mirage  of 
visionary  dreams  of  boundless  prosperity  to  follow  the  adoption 
of  their  system,  propagated  by  the  Bimetalists,  is  scrutinised  by 
the  all-seeing  eye  of  Knowledge,  it  will  be  found  that  the  hideous 
reality  is  National  Bankruptcy 

If  the  Bimetallists  were  entrusted  with  the  reins  of  national 
Economical  policy,  they  would  surely  and  swiftly  produce  such  a 
catastrophe  as  Phaethon  did  when  he  tried  to  guide  the  coursers 
of  the  Sun 

The  Bimetalists  may  rest  assured  that  the  Monometallic 
Jericho  is  an  impregnable  fortress,  whose  walls  will  never  fall 
before  the  blare  of  the  Bimetallic  trumpets,  blare  they  ever  so 
wild  and  loud  and  long 

To  all  persons,  and  they  are  many,  who  have  neither  time  nor 
inclination  to  enter  into  all  the  mazes  of  this  vast  and  intricate 
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controversy,  I  would  offer  the  following  broad  general  considera- 
tions— 

The  assertion  of  the  Bimetalists  that  it  is  possible  to  regulate 
the  relative  Value  of  Gold  and  Silver  by  International  Agree- 
ment is  flatly  contradicted  by — 

(1)  The  History  of  Bimetalism  in  every  country 

(2)  The   unanimous   arguments   of   Oresme — Copernicus — 
Gresham — Petty — Locke — Newton — Harris — Sir  James  Steuart 
—  Lord  Liverpool  —  the   Government    of  India  —  the    British 
Government,  and  hosts  of  other  experienced  persons  who  had  the 
consequences  of  Bimetalism  before  their  eyes 

(3)  That  in  no  country  whatever  has  it  ever  been  found 
possible  to  maintain  Gold  and  Silver  in  circulation  in  unlimited 
quantities  at  a  Fixed  Legal  Ratio  :  but  that  after  attempting  to 
maintain  Bimetalism  for  centuries,  every  State  in  Europe  has 
been  obliged  to  abandon  it  as  impracticable  and  injurious 

(4)  That  the  circumstances  of  the  present  times  are  totally 
different  from  what  they  were  when  it  was  attempted  to  maintain 
Bimetalism 

(5)  That  Mr.  Herries,  Mr.  Huskisson,  and  Sir  Robert  Peel 
declared  that  the  attempt  to  re-introduce  Bimetalism  under  our 
present    circumstances,   would    instantly    lead    to    a    National 
Bankruptcy 

(6)  That,   as   I   have   shown,    France,   with    her    internal 
Currency  consisting  exclusively  of  Silver,  cannot  adopt  Bimetalism 
at  any  Ratio  under  the  penalty  of  instant  Bankruptcy  and  Ruin. 
That  at  once  precludes  France  from  listening  to  any  scheme  of 
Bimetalism  :  and  if  France  cannot  join,  what  becomes  of  the 
hopes  of  the  Bimetalists  ? 

If  the  Bimetalists  were  to  propose  to  cut  every  sovereign  in 
half — or  to  debase  every  sovereign  with  50  per  cent,  of  alloy— 
and  to  compel  every  Creditor  to  accept  such  half-sovereign  or 
debased  sovereign  as  a  Pound  in  the  payment  of  a  debt — that 
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would  be  too  manifest  a  fraud  to  impose  upon  the  most  stolid 
Philistine.  Nevertheless,  they  propose  to  do  the  very  same  thing 
by  a  circumbendibus.  They  propose  to  take  20s.  in  silver,  which 
are  at  present  worth  less  than  10s.  in  gold — to  declare  them  equal 
in  value  to  L'OS.  in  gold,  or  a  Pound — and  to  compel  every  Creditor 
to  accept  these  20s.  in  silver  at  the  value  of  a  Gold  Pound.  Such 
a  transparent  juggle  would  not  impose  upon  the  dullest  School 
Board  urchin  in  the  dullest  Board  School  in  the  kingdom 

In  plain  English  the  proposal  of  the  Bimetalisfcs  is  simply  to 
Debase  the  currency  by  more  than  50  per  cent. 

I  should  hope  that  these  considerations,  stated  in  plain  terms, 
will  be  sufficient  to  induce  all  intelligent  persons  rigorously  to 
close  their  ears  to  the  pipings  of  the  Seirens  of  Bimetalism,  pipe 
they  ever  so  sweetly 

And  now  the  last  crushing  blow  has  fallen  upon  the 
Bimetalists.  The  German  agriculturalists,  deluded  by  the  idea 
that  Bimetalism  would  raise  the  price  of  corn,  worried  the 
Government  into  appointing  a  Commission  on  the  subject,  and 
the  Commission  have  agreed  that  the  price  of  silver  cannot  be 
raised  by  International  Agreement.  So  vanish  the  last  flickering 
hopes  of  the  Bimetalists 

Nevertheless,  let  not  the  Bimetalists  relax  their  energies.  Let 
them  only  change  the  direction  of  their  efforts.  Let  them  at  once 
and  for  ever  abandon  their  visionary  chimera  that  things  can  be 
made  equal  by  some  words  printed  in  a  book,  which  are  by  nature 
unequal.  Let  them  give  up  their  vain  delusion  that  an  Inter- 
national Agreement  can  make  6  equal  to  12.  Let  them  cease 
from  their  vain  objurgations,  which  can  no  more  alter  the  Laws 
of  Nature  than  the  ripple  of  the  summer  sea  can  wash  away 
Ailsa  Craig.  Let  them  unite  their  forces  heart  and  soul  with 
those  who  are  urging  the  Government  to  complete  their  work, 
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and  to  satisfy  the  universal  demand  of  India  for  the  restoration 
of  the  Gold  Standard  and  Currency,  with  a  subsidiary  Currency 
of  Silver,  modelled  on  such  of  the  European  systems  as  the  wisest 
and  most  experienced  experts  may  deem  most  suitable  for  the 
circumstances  of  India.  For  let  them  be  assured  there  is  no 
possibility  of  bringing  about  a  stability  of  Exchange  between 
England  and  India  until  the  two  countries  have  a  common 
Standard  Unit,  and  there  never  can  be  Monetary  Peace  in  India 
until  the  Gold  Sovereign  is  made  the  Standard  Unit  throughout 
the  whole  British  Empire 

HENRY  DUNNING  MACLEOD 
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CHAPTER    VI 

THE    THEORY    OF    THE    COINAGE 
On  Bullion  ami  Coin 


1.  Almost  all  nations,  even  the  rudest,  have  felt  the  necessity 
of  employing  some  substance  to  perform  the  functions  of  Money. 
We  have  noticed  in  a  former  chapter  most  of  the  substances 
which  have  been  used  for  this  purpose  by  different  nations.  A 
metal,  however,  of  some  sort  has  been  found  to  possess  the 
greatest  advantages,  and  of  metals  gold,  silver,  and  copper  have 
been  chiefly  preferred 

(Jold  and  silver,  however,  in  a  perfectly  pure  state,  are  too 
soft  to  be  used  for  this  purpose,  and  it  is  necessary  to  mix  some 
other  metal  with  them  to  harden  them.  By  a  chemical  law, 
when  two  metals  are  mixed  together,  the  compound  is  harder 
than  either  of  them  in  a  pure  state 

AVhen  Gold  and  Silver  are  in  the  mass  they  are  called  Bullion. 
But  as  the  laws  of  all  nations  in  which  Bullion  is  coined  into 
money  define  the  quantity  of  alloy  to  be  mixed  with  the  pure 
metal,  we  shall  use  the  word  Bullion  to  mean  gold  and  silver  in 
the  mass,  mixed  with  such  a  proportion  of  alloy  as  is  ordered  by 
law,  so  as  to  lie  fit  to  be  coined 

VOL.  II.,  PART  1  B 
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The  purity  of  Gold  is  measured  by  24th  parts  termed  Carats : 
and  ever  since  the  6th  Edward  VI.  (1553),  the  bullion  used  for 
the  gold  coinage  has  been  22  carats  of  pure  gold  and  2  carats  of 
alloy.  This  is  called  Crown  Gold 

William  the  Conqueror  fixed  the  standard  of  Silver  Bullion  at 
11  ozs.  2  dwts.  of  pure  silver,  and  18  dwts.  of  alloy.  And, 
except  during  a  short  period  of  confusion  from  the  34th  Henry 
VIII.  (1543)  to  Elizabeth,  it  has  never  been  departed  from.  It 
is  called  the  "Old  right  standard  of  England  "  or  "  Sterling  "  : 
and  as  the  Sovereigns  of  England,  though  they  reduced  the 
weight  of  the  coin,  never,  with  the  slight  exception  just  men- 
tioned, debased  its  purity,  Sterling  came  to  signify  honest  and 
true,  or  to  be  depended  upon 

In  France  and  those  countries  which  have  adopted  a  decimal 
coinage  bullion  is  made  of  9  parts  of  pure  metal  and  1  part  alloy : 
but  it  is  found  in  practice  that  the  English  proportion  gives 
greater  durability  to  the  metal,  and  is,  therefore,  better  adapted 
for  a  coinage 

Some  nations  have  used  simple  bullion  as  Money.  But  the 
merchants  of  those  nations  were  obliged  to  carry  about  with  them 
scales  and  weights  to  weigh  out  the  bullion  on  each  occasion. 
This  was  usual  among  the  Jews.  In  some  countries  it  was 
necessary  to  both  to  weigh  and  assay  the  bullion  at  each  opera- 
tion, which  was,  of  course,  a  great  impediment  to  commerce 

Other  nations  adopted  a  more  convenient  plan.  They  divided 
the  bullion  into  pieces  of  a  certain  definite  weight,  and  affixed  a 
public  stamp  on  them  to  certify  to  the  public  that  they  are  of  a 
certain  fixed  weight  and  fineness  :  and  they  gave  them  certain 
names  by  which  they  were  commonly  known 

These  pieces  of  bullion  issued  by  public  authority,  with  a 
stamp  on  them  to  certify  their  weight  and  fineness,  and  called  by 
a  definite  name,  and  intended  to  be  used  in  commerce  without 
further  examination,  are  called  Coins 

When  nations  discontinued  the  practice  of  direct  barter,  and 
adopted  the  precious  metals  as  a  measure  of  value,  the  expedient 
of  cutting  the  metal  into  pieces  of  a  definite  weight  and  fineness 
seems  so  obvious,  that  we  should  naturally  expect  that  coining 
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':i  vented  l>y  those   nations  which  first  adopted  the  precious 

.  !s  as  Money 

as  it  may  appear,  however,  it  is  certain  that  this  was 
not  t:  .     Silver  and  ^old  were  used  as  measures  of  value  for 

ages  before  coining  was  thought  of  :  and  there  is  every  reason  to 

76  that  coining  was   invented    by  a   people  who   up  to  that 
time  had  never  used  gold  and  silver  as  Money  :  and  coining  was 
<ed  by  them  for  centuries  before  it  was  adopted  by  nations 
who  had  used  the  precious  metals  as  Money  for  ages 

It  has  indeed  been  disputed  whether  Money  or  Coin  was  in 
use  in  the  times  of  the  Homeric  poems.  Some  critics  have  con- 
tended that  in  certain  passages  where  Homer  uses  the  word  /3o£s 
he  meant  coins  of  that  name,  as  there  certainly  were  in  after 
ages :  but  after  having  gone  over  the  Homeric  poems  for  this 
express  purpose,  we  are  satisfied  that  there  is  not  the  faintest 
allusion  to  anything  like  Money  in  them 

Xot  only  do  we  find  no  allusion  to  Money  in  Homer,  but  the 
words  significative  of  wealth  give  no  preference  to  the  precious 
metals  above  other  things.  On  the  contrary,  they  are  compara- 
tively rarely  mentioned.  The  Homeric  words  expressive  of 
wealth  most  frequently  refer  to  cattle,  or  horses,  or  agriculture. 

ThUS      We      have      TrokvppyV,       TToXvfioVTrjS,     TroA-VlTTTTO?,     </>lAoKTCai/O9, 

TToXv7ra.fJL(i>v,  u<£v«09,   TroAvKT^/xcoj/,    TroAuA^'ios .      In    Hi  fid   vii.,  180, 

and  xi.,  46,  are  almost  the  only  instances  in  which  gold  is 
especially  alluded  to  as  wealth — TroXiypvo-oio  MVKT^S.  When  the 
Greek  and  Trojan  leaders  send  spies  to  discover  the  plans  of  the 
enemy,  neither  of  them  promises  Money  as  a  reward.  Nestor, 
Jlifnt,  x.,  215,  promises  to  the  successful  spy  a  black  ewe  with  its 
young,  a  matchless  gift :  and  Hector,  x.,  305,  promises  on  his 
a  chariot  and  a  pair  of  horses 

The  Homeric  poems  probably  originated  while  the  Achffians 
were  the  rulers  of  Greece,  and  before  the  Dorian  conquest,  though 
they  may  have  been  "  edited  "  after  that  period.  At  that  period, 
therefore,  we  have  seen  that  there  was  no  Money  of  any  sort  in 
Greece,  nor  even  were  gold  and  silver  used  as  measures  of  value. 
But  some  time  after  this,  though  how  long  we  cannot  say,  a 
Money  of  a  curious  nature  came  into  use  throughout  Greece. 

B  2 
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They  used  large  iron  or  copper  nails,  or  skewers,  called  o'/ 
of  such  a  size  that  six  of  them  made  a  handful  :  and  when  silver 
was  substituted,  the  standard  silver  coin  of  the  Greeks  —  Spaxfo?  — 
derived  its  name  from  the  fact  that  it  represented  the  value  in 
silver  of  a  handful  of  these  nails  or  skewers.  They  are  men- 
tioned in  Plutarch  in  his  life  of  Lysander,  §  17.  He  says  that 
Lysander  sent  a  quantity  of  gold  and  silver  money  to  Sparta  by 
Gylippus,  who  stole  a  part  of  it  :  and  this  being  discovered, 
made  the  chief  Spartans  demand  that  all  the  gold  and  silver 
should  be  sent  away  as  a  foreign  nuisance  :  and  that  they  should 
use  nothing  but  their  own  national  coin,  which  was  of  iron,  and 
tempered  with  vinegar,  so  as  to  render  it  useless  for  any  other 
purpose.  And  he  says  —  "  Probably  all  the  money  in  former 
times  was  of  this  kind  :  for  they  used  iron  skewers  as  money,  and 
some  used  copper  ones.  Whence  it  comes  that  even  now  a 
quantity  of  small  coin  is  called  obolus,  and  a  drachma  is  six  oboti, 
because  the  hand  can  grasp  that  number."  We  shall  see  below 
that  Pheidon,  who  introduced  a  silver  coinage  into  Greece,  col- 
lected a  number  of  these  nails  or  skewers,  and  laid  them  up  in 
the  Temple  of  Here  at  Argos  as  a  curiosity 
.  Although  Julius  Pollux  says  that  the  invention  of  coining 
was  by  different  writers  attributed  to  four  different  persons,  or 
peoples,  the  claimants  for  this  honor  are  practically  but  two  —  • 
Pheidon  of  Argos  and  the  Lydians.  The  majority  of  ancient 
writers  attribute  it  to  Pheidon,  king  of  Argos.  The  historian 
Ephorus  is  quoted  in  two  places  by  Strabo.  In  viii.,  6,  he 
says  — 

"  "E<£opos,  ev  A.lytvr}  apyvpov  irpwrov  KOTrfjvai  c^criv  VTTO 
<l>etoWos.  'E/x/TTopetov  yap  yevecrOaL  Trapa  TT)V  AuTrpo-nyra  rr}<s  ;^a>pas 
rrjv  aV^pa/TTCOV  OaXaTTOVpyovvTW  e^TroptKco?  " 

"  Ephorus  says  that  silver  ivas  first  coined  in  JEgina  by 
Pheidon.  For  the  Hand  became  a  commercial  port,  as  the  inhabi- 
tants were  obliged  to  betake  themselves  to  maritime  commerce  in 
consequence  of  the  sterility  of  the  land  " 

Also  in  viii.,  3  — 

"  Kat  /xerpa   *£evpe  rex  ^etSoui/eta  /ca/Vov/xeva,    /cat  o-ra^/xous,  /cat 
vofJLLcrfJia  K€^apa.y/JL€vov  TO  re  aAAo  Kat  TO  apyvpovv 
-     "  And  he  invented  the  measures,  called  the  Pheidonian  ones, 
and  tveights,  and  coined  Money  of  silver,  and  other  kinds'1 


§   1]  IH  LLIOX    AND    COIN 

The  Etymologicum  Magnum  under  the  title  o/?e\to-Kos  suys — 

"  IldVTCDi/  Se  TrpcCro?  3>et'oW  'Apyeios  vd/xt(r/xa  l/coi/^ev  ei/  AtyiVry, 
/cat  8ovs  TO  vOflUTfM  Kat  dvaXdfiwv  TOVS  o/?e/\to-KOV9,  dvfdrjKe  rfj  kv 
Apyci  "Hpa 

"  ^////  Plieidon  of  Argos  ica*  the  Jirtt  ic//o  crer  rained  Mmtf-i/  : 
•tc/tir/t  lie  (fid  at  sEgina  :  and  he  both  put  money  into  circulation, 
and  irith.ilrcw  the  skewers,  and  laid  tit  cm  it/i  in  the  i 'cm pie  of  Here 

.  ryos  " 

A iid  in  accordance  with  this,  JElian  says1 — 

"  Kat  TrpwTOi  vofJiio-fJLa  e/<oi^avro,  /cat  e^  avrajv  €K\TJ6ir)  vo/xtcr/xa 
AiytvaiW 

"  ^4>/r/  //^y  ?rere  the  first  tvho  coined  Money,  which,  too,  from 
them  is  called  jEginccan  Money  " 

So  the  Parian  marble  says2 — 

"  'A^>,  ov  <&  .  .  Sojv  o  'Apycto?  fB-rj/Jieva- e 

vecnc€ra<re,  Kat  vo/xt(r/>ia  dpyvpovv  tv  A.iyivr)  eTrot^crev  " 

All  these  authorities,  therefore,  are  perfectly  clear  that 
Plieidon  of  Argos  was  the  first  who  coined  Money,  which  he  did 
at  .Egina:  because  it  was  a  great  commercial  port:  and, 
therefore,,  it  was  most  wanted  there  for  the  convenience  of 
commerce 

The  period  at  which  Plieidon  lived  has  been  the  subject  of 
much  dispute.  For  while  some  carry  it  back  so  far  as  8G5  B.C. 
others  bring  it  down  to  783  —  714.  The  question  is  fully 
discussed  in  the  first  Appendix  to  the  first  Volume  of  Mr. 
Clinton's  Fn&ti  HeUcniri :  and  in  his  opinion,  the  latter  is  the 
true  date.  We  may,  therefore,  place  the  invention  of  coining  by 
Pheidon  in  the  first  half  of  the  8th  century  B.C.  At  that  time 
he  was  by  far  the  most  powerful  sovereign  in  Greece.  Ar^os 
was  the  metropolis  not  only  of  the  Peloponnesian  Dorians  but 
of  the  Asiatic  Dorian  colonies.  The  Dorians  carried  on  a  very 
large  commerce  with  the  Phenicians,  and  Pheidon  adopted  his 
:n  of  weights  from  them.  From  time  immemorial  there 
had  been  two  standard  weights  used  in  Assyria,  the  Babylonian 
and  the  Euboic  talent.  The  Dorians  traded  with  the  Phenicians 

i  Par.  ///*/.  XII.,  10.    De  jfiginetis 
1  CUn ton's  Fast.  Hellen.  I.,  247 
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and  adopted  the  Babylonian  talent.  The  Ionic  Greeks  adopted 
the.Euboic  talent.  As  ^Egina  was  the  great  commercial  depot, 
this  talent  was  afterwards  called  the  ^Eginean  talent.  The 
Assyrians  at  this  period  had  no  coinage.  Pheidon  introducing 
the  system  of  Babylonian  weights  into  Greece,  seems  to  have 
invented  a  system  of  measures  which  were  called  after  him,  and 
also  a  silver  coinage,  to  supersede  the  clumsy  iron  and  copper 
nails,  or  skewers,  then  used  as  Money 

The  account  of  the  invention  of  coinage  just  given  seems  to 
be  natural  and  probable.  There  is,  however,  a  passage  in 
Herodotus  which  seems  to  be  at  variance  with  it.  He  says,  I.,  94, 
speaking  of  the  Lydians — 

"  HpwToi  Se  dvOpuTrayv  TWV  Tracts  t'S/xey  i/o/uoyxa  xpvcrov  KCU 
dpyvpov  Koij/djjievoL  t^p^cravro 

"  And  they  were  the  first  men  tue  Icnotv  of  who  coined  and 
used  gold  and  silver  money" 

This  has  always  been  supposed  to  mean  that  the  Lydians  were 
the  first  who  invented  coining,  and  that  they  used  a  double 
standard,  as  it  is  called,  of  gold  coins  and  silver  coins.  If  this  be 
the  case,  the  authority  of  Herodotus  is  against  the  claim  of 
Pheidon  :  and  though  it  is  somewhat  singular  that  Julius  Pollux 
does  not  mention  this  passage,  he  says  that  Xenophanes  of 
Colophon  assigns  the  invention  to  the  Lydians 

However,  the  commentators  have  not  rightly  apprehended  the 
meaning  of  Herodotus.  They  make  him  say  that  the  Lydians 
coined  gold  coins  and  silver  coins  separately.  But  when  /ecu  is 
used  to  connect  two  qualities,  it  means  that  the  thing  spoken  of 
partakes  of  both  these  qualities  at  once.  Thus,  as  the  month 
began  in  the  middle  of  a  day,  the  last  day  of  a  month  was  called 
Ivf]  KOL  vea,  the  new-and-old  day,  because  it  belonged  partly  to 
one  month  and  partly  to  another.  So  there  are  many  other 
examples.  This  passage,  therefore,  does  not  mean  that  the 
Lydians  were  the  first  to  coin  gold  money  and  silver  money 
separately — if  Herodotus  had  meant  that  he  would  have  said 
vo/ziayAa  ^pvcrov  re  /cat  dpyvpov — but  it  means  that  the  Lydians 
were  the  first  to  coin  money  of  a  mixture  of  gold  and  silver 

Now  we  find  that  this  rendering  of  the  passage,  which  is  the 
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genuine  Greek  Idiom,  exactly  tallies  with  the  fact.  TheLydians 
had  a  coinage  of  a  mixture  of  gold  and  silver  which  they  called 
rj\€KTpov,  or  elect  rum.  They  were  usually  made  of  three  parts  of 
gold  and  OIK-  of  silver.  And  these  coins  were  adopted  throughout 
the  western  states  of  Asia  Minor.  There  are  several  of  these 
coins  in  the  British  Museum 

It  may  almost  seem  superfluous  to  remark  that  this  stamp,  or 
certificate,  in  no  way  affects  the  Value  of  the  Coin  :  or  the 
Quantity  of  things  it  will  exchange  for,  or  purchase.  Its  only 
ohject  is  to  save  the  trouble  of  weighing  and  assaying  the  bullion 
in  commercial  transactions.  Nor  can  the  Name  of  a  coin  in  any 
way  affect  its  Value.  Values,  it  is  true,  are  estimated  in  the 
number  of  these  pieces  of  Bullion,  or  Coins :  but  it  is  necessarily 
implied  in  the  bargain  that  the  Coins  shall  contain  a  certain 
quantity  of  Bullion  of  a  definite  fineness 

Nevertheless,  although  this  seems  so  perfectly  clear,  it  is  a 
confusion  on  this  point  which  is  at  the  root  of  most  of  the 
extravagances  on  the  Currency  question,  which  have  so  long 
vexed  ,the  public  ear.  They  almost  all  arise  from  confounding 
the  Name,  or  Denomination  of  a  Coin  with  its  Value  :  its  Name 
with  its  Purchasing  Power :  and  from  supposing  that  if  the 
Legislature  chose  to  call  a  Shilling  a  Pound,  that  therefore  a 
shilling  would  have  the  Value  of  a  pound.  Any  one  who  will 
brand  on  his  mind  the  simple  principle,  that  although  the  stamp 
gives  the  Coin  currency,  it  is  the  weight  of  bullion  alone  which 
gives  it  Value,  will  be  able  to  steer  his  course  safely  through  all 
the  shoals  and  quicksands  of  monetary  controversies 

We  shall  see  a  little  further  on  that  calling  the  reader's 
attention  to  these  self-evident  truths  is  not  so  superfluous  as  it 
may  appear  at  present 

It  is  also  evident  that  if  this  process  of  stamping  bullion,  and 
so  turning  it  into  coin,  is  done  free  of  all  expense,  at  the  will  of 
any  one  who  chooses  to  present  Bullion  and  demand  to  have  it 
stamped :  and  also  without  any  delay  :  the  Value  of  the  metal  as 
Bullion  must  be  exactly  the  same  as  the.  Value  of  the  metal  as 
Coin 

If  however  a  charge  is  made  for  the  workmanship  :   or  if  any 
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tax  is  levied  on  changing  the  metal  from  one  form  into  the  other  : 
or  if  a  delay  takes  place  in  doing  so  :  there  will  be  a  difference 
between  the  Value  of  the  metal  as  Bullion  and  as  Coin  :  equal  to 
the  charge  for  workmanship,  the  tax  imposed,  and  the  amount  of 
interest  accruing  during  the  period  of  delay 

These  however  are  all  fixed  or  constant  quantities  :  which  can 
be  ascertained  :  and  they  form  the  limits  of  the  variation  of  the 
Value  of  the  metal  in  Bullion  and  in  Coin 

In  the  following  remarks  we  shall  assume  that  there  is  no 
charge  for  workmanship,  no  tax,  and  no  delay  in  doing  it,  no 
obstruction  in  short  in  changing  the  metal  from  one  form  into 
the  other 

Upon  these  assumptions  then,  and  only  upon  these,  we  have 
this  fundamental  law  of  the  Coinage  — 

Any  Quantity  of  Metal  in  the,  form  of  Bullion  must  ~be 
of  exactly  the  same  Value  as  the  same  Quantity  of  Metal  in 
the  form  of  Coin 

In  the  case  of  the  Coinage  of  England  no  charge  of  any  sort 
is  made  for  coining  gold  Bullion  :  but  as  considerable  delay  may 
take  place  before  any  one  who  brings  Bullion  to  the  Mint 
can  have  it  coined  :  the  7  &  8  Viet.  (1844)  c.  32,  s.  4,  enacts 
that  every  person  may  take  standard  Bullion  to  the  Bank  of 
England,  and  that  the  Bank  shall  be  obliged  to  purchase  his 
Bullion  in  Notes  to  the  amount  of  £3  17s.  9d.  for  every  ounce  of 
such  Bullion.  And  as  the  holder  of  such  Notes  may  immediately 
demand  legal  Coin  for  them  at  the  rate  of  £3  17s.  10^.  per 
ounce,  it  may  be  said  that  every  one  can  instantly  convert  his 
Bullion  into  Coin  at  the  cost  of  \^d.  per  ounce 


What  is  a  Pound  ? 

2.  In  the  great  Currency  debates  during  the  great  war, 
many  curious  notions  were  started  as  to  what  a^"  Pound"  is. 
Sir  Robert  Peel  once  asked  the  question  —  "  What  s  a  Pound  ?  " 
—  and  he  found  a  good  many  persons  who  could  give  him  no 
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answer.  AVe  liave  now  to  explain  how  a  certain  weight  of  Gold 
Bullion  has  coine  to  be  called  a  Pound 

The  original  Measure  of  Value,  instituted  by  Charlemagne,  in 
all  the  countries  of  Western  Europe — France,  England,  Italy, 
Spain,  Scotland — was  the  Pound  weight  of  Silver  Bullion 

Xo  coin  of  this  actual  weight  was  ever  struck  :  but  the  Pound 
weight  was  divided  into  240  coins,  called  Denarii  or  Pennies  : 
twelve  of  these  Pennies  wrere  termed  a  Solidus  or  shilling  :  and 
therefore  20  Shillings  or  Solicit,  actually  weighed  a  Pound  of  Silver 
Bullion 

Xow  let  us  denote  the  Pound  weight  of  metal  in  the  form  of 
Bullion  by  the  symbol — Ib. :  and  the  Pound  weight  of  metal  in 
the  form  of  coin  by  the  symbol — £  :  then  we  have — 

240  Pennies  =  20  Shillings  =  £1  =  1  Ib. 

Xow  if  the  Pound  weight  of  metal  were  divided  into  more 
than  240  Pennies,  it  is  clear  that  the  greater  number  of  Pennies 
would  still  be  equal  to  the  Pound  in  weight :  and  if  we  denoted 
240  pennies  by  the  symbol — £,  irrespective  of  their  weight,  we 
should  have  the  —  Ib.  =  £1  +  the  number  of  pennies  above  240. 

This  is  what  has  been  done  in  the  coinage  of  all  the  countries 
above-mentioned.  The  sovereigns  of  these  countries  were  fre- 
quently in  want  of  money  to  pursue  their  various  extravagances. 
As  they  could  not  increase  the  quantity  of  the  metal,  they 
adopted  the  fraudulent  plan  of  surreptitiously  cutting  the  Pound 
weight  of  Bullion  into  a  greater  number  of  pennies.  But  they 
still  called  them  by  the  same  name.  By  this  means  they  gained 
an  illusory  augmentation  of  wealth.  As  they  could  not  increase 
the  quantity  of  the  metal,  they,  at  various  periods,  falsified  the 
certificate  :  while  they  still  called  the  coins  by  the  same  name 

The  consequence  of  this  was  manifest.  As  240  pennies  were 
still  called  a  Pound  in  money — or  £ — whatever  their  weight  wras  : 
and  as  more  than  240  pennies  were  coined  out  of  the  Pound 
weight  of  Bullion— or  Ib. — the  £,  or  Pound  of  metal  in  Coin 
began  to  vary  from  the  Ib.,  or  Pound  of  metal  in  Bullion 

Edward  I.  began  this  bad  practice  in  1300  :  he  coined  243 
pennies  out  of  the  Pound  weight  of  metal  :  in  1366  Edward  III. 
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coined  266  pennies  out  of  the  Pound  of  Bullion  :  in  1412 
Henry  IV.  coined  the  Pound  into  360  pennies :  and  so  it 
gradually  crept  up  until  Elizabeth  in  1601  coined  the  Pound 
weight  of  Bullion  into  744  pennies  :  at  which  it  remained  till 
1816 

Then  we  have  manifestly — 

744  pennies=62  shillings=£3  2s.=l  Ib. 

As  there  are  12  ounces  in  one  Pound  weight  of  Bullion,  it  is 
evident  that  each  ounce  was  coined  into  62  pennies  :  and  as  the 
value  of  Bullion  is  measured  by  the  ounce,  the  Mint  Price  of  Silver 
was  said  to  be  5s.  2d.  per  ounce 

In  Scotland  this  depreciation  of  the  Coinage  began  about 
the  same  period  as  in  England,  but  it  proceeded  to  much  greater 
lengths.  In  1306  Robert  Bruce  coined  the  Pound  of  Bullion 
into  252  pennies  :  in  1451  James  II.  coined  it  into  760  pennies, 
or  £3  4s.:  and  the  depreciation  was  continued,  until  at  last  in 
1738  the  Pound  of  Bullion  was  coined  into  8,928  pennies,  or 
£37  4s. :  and  thus  the  Pound  Scots  became  equal  to  twenty 
pence 

In  France  and  Italy  the  depreciation  proceeded  twice  as  far 
as  in  Scotland.  The  French  Livre  and  the  Italian  Lira  were  at 
last  reduced  to  Wd.  The  French  Livre,  which  is  now  called  a 
franc,  has  been  adopted  as  the  basis  of  the  decimal  system  of 
coinage  :  and  the  solidus  has  now  dwindled  down  to  the  sou,  or 
halfpenny 

At  the  great  recoinage  in  1816  it  was  determined  to  adopt 
the  principles  of  Locke  and  Lord  Liverpool,  and  make  Gold  as 
the  single  standard  of  England  :  and  the  Sovereign,  or  Pound  in 
Gold,  was  coined  to  be  equal  to  20s.  in  Silver  at  the  then  market 
value  of  Gold  and  Silver 

Ever  since  the  time  of  Charles  II.  the  coinage  of  gold  has 
been  free  to  the  public.  But  by  the  Act  of  1816,  the  coinage  of 
Silver  and  Bronze  is  retained  in  the  hands  of  the  Government. 
In  order  to  obviate  the  effects  of  what  is  termed  Gresham's  Law, 
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which  will  l>e  described  shortly,  the  value  of  the  Silver  Coinage 
has  been  artificially  raised.  Since  1816  the  Pound  weight  of 
Silver  has  been  coined  into  00  shillings  :  but  four  of  these  art- 
retained  for  the  expenses  of  coinage  :  and  the  62  lighter  shillings 
are  declared  to  be  of  the  same  value  as  the  previous  heavier  ones. 
Thus,  20  of  them  are  declared  to  be  equal  in  value  to  the 
Sovereign,  or  Pound  :  and  thus  their  value  is,  or  rather  was, 
artificially  raised  about  6  per  cent.  This,  of  course,  refers  to  the 
relative  value  of  Gold  and  Silver  in  1816  :  at  the  present  time 
the  market  value  of  the  silver  in  a  shilling  is  about  Id.  :  with 
every  prospect  of  its  going  much  lower.  But  to  prevent  in- 
justice being  done  they  are  not  legal  tender  for  any  sum  above 
40s.  :  it  having  been  intended  to  make  the  double  Sovereign  the 
monetary  unit 

The  bronze  coins  are  only  worth  about  one-fourth  of  their 
nominal  value  :  pence  and  half -pence  are  only  legal  tender  to  the 
value  of  one  shilling  ;  and  farthings  to  the  value  of  sixpence 

This  country  now  enjoys  the  most  admirable  system  of 
Coinage  ever  devised  by  the  ingenuity  of  man  :  and  as  a  proof  of 
its  excellence,  while  all  the  countries  which  attempted  to  make 
Gold  and  Silver  equally  legal  tender  to  an  unlimited  amount 
when  coined  at  a  fixed  ratio,  were  thrown  into  confusion  and 
perturbation  by  the  recent  changes  in  the  value  of  these  metals, 
the  Coinage  of  this  country  passed  through  the  whole  of  the 
protracted  crisis  with  the  most  perfect  tranquility.  He  would  be 
a  bold  and  daring  Minister  indeed,  who  would  undertake  to 
disturb  our  present  system  of  Coinage 

Meaning  of  the  Mint  Price  of  Gold  and  Silver 

3.  As  the  very  purpose  of  coining  is  to  certify  that  the 
pieces  of  Bullion  are  of  a  certain  definite  weight  and  fineness  :  it 
is  evident  that  a  fixed  weight  of  Bullion  must  be  divided  into  a 
fixed  number  of  Coins 

The  Number  of  Coins  into  ivhich  a  given  Quantity  of  Bullion 
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is  divided  by  Law,  is  called  the  Mint  Price  of  that  Quantity 
of  Bullion 

The  Mint  Price  of  Bullion  is  therefore  simply  the  amount  of 
Coin  which  is  equal  to  any  quantity  of  Bullion,  weight  for 
weight 

By  the  Law  at  present  in  force,  forty  pounds  weight  of 
Standard  Gold  Bullion  are  divided  into  1,869  coins  called 
Sovereigns,  or  Pounds  :  hence  one  pound  weight  of  Gold  Bullion 
is  coined  into  £46  14s.  Qd.  :  or  as  the  value  of  Gold  is  measured 
by  the  ounce  :  one  ounce  of  Gold  Bullion  is  coined  into  £3 
17s.  !(%/. :  and  this  is  termed  the  Mint  Price  of  Gold 

The  legal  weight  of  the  Pound,  or  Sovereign,  is  5  dwts. 
3i.|_i  grs.  .  or  113FJ^  grs.  of  pure  gold.  Sovereigns  which  fall 
below  5  dwts.  2f  grs.  :  and  half  sovereigns  which  fall  below 
2  dwts,  13J  grs.,  cease  to  be  legal  tender 

In  the  time  of  William  the  Conqueror  the  pound  weight  of 
Silver  Bullion  was  coined  into  240  pennies.  Hence  the  Mint 
Price  of  silver  was  £1  per  pound :  but  in  the  time  of  Elizabeth 
the  pound  weight  of  silver  was  coined  into  744  pennies :  hence, 
as  240  pennies  were  still  called  a  £,  the  Mint  Price  of  Silver  then 
became  £3  2s.  a  pound  :  or  5s.  2d.  an  ounce 

To  Alter  the  Mint  Price  of  Bullion  merely  means  an 
Alteration  in  the  Legal  Weight  of  the  Coinage 

To  suppose  that  the  Mint  Price  of  Bullion  could  vary  is 
manifestly  as  great  an  error  as  to  suppose  that  a  hundredweight 
of  sugar  could  be  a  different  weight  from  112  separate  pounds 
weight  of  sugar  :  or  that  the  quantity  of  wine  in  a  hogshead 
could  differ  in  quantity  from  the  same  quantity  of  wine  in  bottles : 
or  that  a  loaf  of  bread  could  alter  in  its  weight  by  being  cut  up 
into  slices 

It  is  not  an  Economic  Error  to  Fix  the  Mint  Price  of 
Bullion 

4.  We  must  now  say  a  word  as  to  an  error  which  is  by  no 
means  infrequent.  It  is  now  acknowledged  that  it  is  a  great 
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Economic  error  to  fix  the  Price  of  any  articles.  It  used  formerly 
to  be  the  custom  to  fix  wauvs,  and  the  price  of  various  com- 
modities :  but  all  such  attempts  have  loug  been  abandoned  as 
futile  and  mischievous.  It  is  sometimes  contended  that  it  is  an 
equal  error  to  Fix  the  Mint  Price  of  Gold 

But  those  who  affirm  this  overlook  a  very  important 
consideration.  The  word  "Price"  except  in  the  single  instance 
of  "Mint  Price,"  always  denotes  the  quantity  of  the  article 
which  is  used  as  a  measure  which  is  given  for  an  article  of  a 
different  nature.  Thus  we  may  say  that  the  Price  of  a  bushel  of 
corn  is  5s. :  where  the  Silver,  the  substance  in  which  the  Price  is 
expressed,  is  of  a  different  nature  from  the  corn 

But  in  the  expression  "Mint  Price"  of  Bullion  it  always 
means  the  Value  of  Bullion  in  Coin  of  the  same  metal.  Thus 
the  Mint  Price  of  Gold  Bullion  means  its  weight  in  Gold  Coin  : 
the  Mint  Price  of  Silver  Bullion  means  its  weight  in  Silver  Coin. 

Hence  by  the  very  definition,  the  Mint  Price  of  Gold  and 
Silver  Bullion  merely  means  the  identical  quantity  or  weight  of 
Gold  or  Silver  Bullion  :  and  by  the  very  nature  of  things  the 
Mint  Price  of  Bullion  is  a  fixed  quantity.  If  the  Law  requires 
an  ounce  of  gold  to  be  coined  into  £3  17s.  10|t?.,  that  amount 
of  coin  must  be  same  value  as  an  ounce  of  gold,  no  matter, 
whether  gold  becomes  as  plentiful  as  iron,  or  as  scarce  as  diamonds : 
for  that  quantity  of  Coin  is  always  exactly  equal  to  an  ounce  of 
Bullion  :  whatever  be  the  abundance  or  the  scarcity  of  Bullion. 
The  value  of  gold  may  vary  with  respect  to  other  things  :  it  may 
purchase  more  or  less  bread,  or  wine,  or  meat,  at  one  time  than 
another :  but  it  is  absolutely  impossible  that  an  ounce  weight  of 
gold  in  the  form  of  Coin  can  differ  from  an  ounce  weight  of  gold 
in  the  form  of  Bullion.  To  suppose  that  it  could,  would  be  as 
irrational  as  to  suppose  that  because  bread  became  very  abundant 
or  very  scarce,  a  loaf  of  bread  could  differ  from  itself  in  weight 
when  cut  up  into  slices  :  or  that  a  cask  of  wine  could  differ  from 
itself  when  drawn  off  into  bottles 

The  Mint  Price  of  Gold,  then,  is  nothing  more  than  a  public 
declaration  of  the  weight  of  metal  the  Law  requires  to  be  in  the 
Coin.  An  alteration  in  the  Mint  Price  of  Bullion  means  an 
alteration  of  the  standard  weight  of  the  Coin  :  and  would  be  the 
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same  thing  in  principle  as  an  alteration  in  the  standard  yard 
measure.  Those  who  ridicule  the  idea  of  having  the  Mint  Price 
of  Gold  fixed  should,  to  be  consistent,  ridicule  the  idea  of 
having  the  standard  yard  measure  fixed 

Meaning  of  the  Market  Price  of  Gold  and  Silver 

5.  The  Mint  Price  of  Bullion  is,  as  we  have  seen,  merely 
the  number  of  Coins  into  which  a  certain  quantity  of  Bullion  is 
divided  :  consequently,  so  long  as  the  coins  contain  their  full 
legal  weight  of  metal,  they  are  always  of  the  value  of  that 
quantity  of  Bullion 

But  when  Coins  have  been  some  time  in  circulation  they 
must  necessarily  lose  some  of  their  weight  from  the  wear  and 
tear  of  daily  use,  even  if  they  be  not  subjected  to  any  bad 
practices  such  as  clipping,  which  used  to  be  done  to  a  great 
extent  formerly  in  this  country 

But  these  Coins  may  circulate  for  a  considerable  time  in  a 
country,  and  lose  a  good  deal  of  their  weight  without  losing 
their  value.  People  are  so  accustomed  to  the  sight  of  a  particular 
coin,  that  unless  they  be  money-dealers,  they  do  not  stop  to 
inquire  too  curiously  whether  it  is  of  the  proper  weight  or  not. 
In  fact,  when  coins  have  been  some  time  in  use  few  persons  know 
what  their  legal  weight  is.  Many  for  instance  do  not  associate 
the  idea  of  a  pound  with  any  particular  weight  of  bullion  :  and 
thus  in  exchange  for  products  and  services,  coins  may  pass  at 
their  nominal  value  long  after  they  have  lost  much  of  their  legal 
weight 

As  Posthumus  says  in  Cymbeline — 

"  'Tween  man  and  man  they  weight  not  every  stamp, 
Though  light,  take  pieces  for  the  figure's  sake  " 

But  when  Coins  are  given  in  exchange  for  Bullion  the  case  is 
different.  The  value  of  Bullion  is  measured  weight  for  weight 
with  Coins.  Consequently,  if  the  Coins  have  lost  their  legal 
weight,  a  greater  number  of  them  must  be  given  to  purchase  a 
given  amount  of  Bullion  than  if  they  were  full  weight.  Thus, 
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if  the  Mint  Price  of  Silver  were  ox.  '2tL  per  ounce,  that  quantity 
of  Coin  onu'ht  l>y  law  to  weigh  an  ounce  :  but  if  the  Coins  have 
lost  their  legal  weight,  it  is  clear  that  more  than  ."•*.  ->il.  must 
be  given  to  buy  an  ounce  of  Bullion.  It  might,  perhaps, 
tak  '  6s.  of  the  current  Coin,  or  even  more,  to  buy  an  ounce  of 
Bullion 

The  quantity  of  Coin  at  its  full  legal  weight,  which  is  equal 
in  weight  to  a  given  weight  of  Bullion,  is  called  its  Mint  Price  : 
but  the  quantity  of  the  Current  Coin,  which  is  actually  equal 
to  it  in  weight,  is  called  its  Market  Price  :  and  as,  if  the  current 
Coins  have  lost  their  weight,  more  of  them  must  be  given  than 
if  they  are  of  the  full  legal  weight,  the  Market  Price  will 
apparently  be  higher  than  the  Mint  Price  :  and  this  is  called  a 
Rise  of  the  Market  Price  above  the  Mint  Price 

Suppose  that  the  Mint  Price  of  Silver  is  5s.  2d.  per  ounce  : 
and  the  Market  Price  is  6s.  per  ounce  :  that  means  that  6s.  of 
the  current  Coin  weigh  no  more  than  5s.  '2d.  ought  to  do :  and 
therefore  the  current  coinage  is  deficient  about  £  of  its  legal 
weight.  Thus  it  is  clear  that  the  rise  of  the  Market  Price  is  due 
to  the  Depreciation  of  the  Coinage 

Hence  we  obtain  this  fundamental  Law  of  the  Coinage — 

When  1hf  Market  Price  of  Bullion  rises  above  the  Mint 
Price,  the  Excess  is  the  Proof  and  the  Measure  of  the  Depre- 
ciation of  the  Coinage 

In  fact  the  apparent  rise  of  the  Market  Price  of  Bullion  is 
due  to  exactly  the  same  cause  as  has  made  the  Mint  Price  of 
Silver  apparently  rise  from  £1  in  the  days  of  William  the 
Conqueror  to  £3  2s.  at  the  present  day.  It  is  merely  that  the 
weight  of  the  current  coins  has  been  diminished 

The  Market  Price  of  Bullion  could  never  fall  below  the  Mint 
Price,  unless  there  were  more  Bullion  in  the  Coin  than  there 
ought  to  be  by  Law.  And  in  such  a  case  if  it  could  be  imagined 
to  happen,  the  difference  of  the  Market  Price  below  the  Mint. 
Price  would  indicate  the  excess  of  the  Coins  above  their  legal 
weight 
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On  the  Distinction  between  Diminution  in  Value  and 
Depreciation 

6.  We  must  now  observe  the  distinction  between  twa 
expressions  which,  though  often  used  indiscriminately,  are 
essentially  different — namely,  Diminution  in  Value  and  Depre- 
ciation 

An  Alteration  in  Value  of  any  commodity  means  that  any 
Quantity  of  it  which  was  considered  equal  in  Value  to  any 
Quantity  of  another  commodity  has  undergone  a  change.  If 
corn  is  at  any  time  worth  -40s.  a  quarter,  and  at  another  time  is 
worth  only  30s.,  a  quarter,  those  two  Quantities  have  undergone 
an  Alteration  in  Value 

Depreciation  means  that  it  is  not  really  of  the  Quality  it 
professes  to  be 

Alteration  in  Value  always  refers  to  some  other  commodity 
with  which  it  is  compared.  Depreciation  is  used  in  reference  to 
itself.  Hence  alteration  in  Value  refers  to  External  Quantity : 
Depreciation  to  Internal  Quality — which  however  may  affect  its 
external  relations 

If  at  any  time  an  ounce  of  Gold  will  exchange  for  fifteen 
ounces  of  Silver  :  and  if  in  consequence  of  an  increase  in  the 
quantity  of  Silver,  an  ounce  of  Gold  becomes  able  to  purchase 
twenty  ounces  of  Silver,  then  Silver  is  said  to  have  fallen  in 
Value  with  respect  to  Gold  :  the  Quality  of  the  Silver  remaining 
exactly  the  same.  Or  if  while  the  quantity  of  Silver  remained 
the  same,  Gold  became  so  scarce  that  an  ounce  of  Gold  would 
similarly  purchase  twenty  ounces  of  Silver,  Gold  would  be  said 
to  have  risen  in  Value  with  respect  to  Silver.  In  either  case  the 
result  is  the  same  :  there  is  an  Alteration  in  Value,  or  a  change 
in  the  Exchangeable  relation  of  the  two  metals  :  while  each 
continues  exactly  of  the  same  Quality 

But  if  a  piece  of  Money,  as  a  Sovereign,  which  ought  by  law 
to  contain  a  certain  amount  of  pure  Gold,  does  not  contain  the 
amount  it  ought  to  :  or  if  a  Shilling  which  ought  to  contain  a 
certain  amount  of  pure  Silver,  does  not  contain  the  amount  it- 
ought  to  :  it  is  Depreciated  :  so  also  if  a  Bank  Note  which  pro- 
fesses to  be  of  the  Value  of  five  Sovereigns  will  only  purchase 
four  Sovereigns  :  it  is  Depreciated 
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These  distinctions  are  of  great  importance  though  they  are 
often  overlooked.  They  are  especially  net  i>e  observed  in 

all  discussions  regarding  the  Value  of  Coins  which  retain  the 
same  name  through  a  long  series  of  ages.  The  Pound  of  Money 
in  the  days  of  William  I.  really  meant  a  Pound  weight  of  Silver 
Bullion  :  and  silver  was  the  only  Money.  Since  then  silver  has 
greatly  increased  in  quantity  :  and  other  things  such  as  Gold, 
Copper,  and  Credit  are  used  as  Money  as  well :  which  have  greatly 
tended  to  diminish  the  value  of  silver.  It  is  said  that  Silver  has 
fallen  to  the  twelfth  part  of  its  value  in  those  times.  But,  not 
only  has  the  Value  of  Silver  greatly  Diminished  :  but  also  the 
Coinage  has  been  greatly  Depreciated.  The  Shilling  was  then 
the  2oth  part  of  a  pound  of  Silver  Bullion  :  it  is  now  only  the 
GGth  part.  Hence  not  only  is  Silver  greatly  Diminished  in 
Value,  but  the  Coinage  is  also  greatly  Depreciated:  and  it  is 
said  that,  in  consequence  of  these  combined  causes,  the  modern 
shilling  is  only  of  the  36th  part  of  the  value  it  was  in  the  time  of 
William  I. 

These  causes  affecting  the  value  of  coins  which  retain  their 
names  through  long  periods,  may  act  in  the  same,  or  in  opposite 
directions.  In  the  coinage  of  England,  these  two  causes  have 
acted  in  the  same  direction.  But  they  may  also  act  in  opposite 
directions.  A  coinage  may  be  greatly  Depreciated,  i.e.,  reduced 
in  weight,  but  from  the  increased  value  of  the  material,  it  may 
retain  its  former  value,  or  may  be  able  to  purchase  as  much  as  it 
did  in  its  original  state.  It  is  sometimes  alleged  that  this 
happened  at  Rome.  The  first  coinage  of  Rome  was  of  copper : 
and  the  metal  was  found  in  great  abundance  for  a  considerable 
time  after  the  foundation  of  the  city.  The  first  measure  of  value 
was  the  "*,  which  was  a  pound  weight  of  copper.  The  as  was 
subsequently,  about  the  time  of  the  second  Punic  War,  reduced 
to  the  twelfth  part  of  its  weight.  And  some  writers  allege  that, 
in  consequence  of  the  great  scarcity  of  the  metal,  it  had  increased 
in  value  so  much  that  the  depreciated  coinage  would  purchase  as 
much  as  the  full  pound  of  copper  would  originally.  This  may 
have  been  so,  or  not :  but  it  in  no  way  affects  the  argument :  it 
may  very  possibly  have  been  so 

VOL.  II.,  PART  1  c 
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This  is  necessary  to  be  observed  in  comparing  prices  at  the 
present  day  with  those  of  former  times :  it  is  necessary  to 
compare  the  state  of  the  coinage  at  the  two  periods 

These  considerations  greatly  affect  the  public  in  the  matter  of 
public  Debts.  The  State  agrees  at  a  particular  time  to  pay  a 
fixed  quantity  of  Bullion  for  ever,  or  for  a  long  period  of  time, 
to  its  Creditors.  Now  even  supposing  that  all  other  things 
remain  the  same,  the  Value  of  the  Money  may  vary  greatly 
during  long  periods  of  time,  either  from  the  increased  scarcity  or 
the  increased  abundance  of  the  metal :  and  either  the  State  or 
its  Creditors  may  be  grievously  affected  by  these  changes 

The  Public  Debt  of  England  has  not  been  sufficiently  long  in 
existence  to  be  much  affected  by  this  last  consideration  :  but  it 
has  been  very  sensibly  felt  in  perpetual  leases  granted  by 
Corporations  several  centuries  ago  to  their  tenants.  In  many 
cases  Rents  were  fixed  in  the  Money  of  the  period,  and  in 
consequence  of  the  diminution  in  value  of  Money  and  the 
Depreciation  of  the  Coinage,  since  that  time  :  the  Rents  have 
fallen  to  little  more  than  a  nominal  amount  at  the  present  time. 
In  other  cases  the  Rents  were  reserved  payable  in  the  value  of 
certain  quantities  of  corn  :  and  the  far-seeing  lessors  who  did 
this  have  preserved  their  Rents  at  a  much  higher  value 

If  a  Change  takes  place  in  the  Relative  Value  of  Gold  and 

Silver  Coins :  to  determine  ivhether  it  is  due  to  an  Alteration  in 

Value  of  the  two  Metals,  or  to  a  Depreciation  of  the  Coinage 

7.  The  considerations  we  have  presented  will  enable  us  to 
solve  a  question  of  great  practical  importance.  When  both 
metals  were  used  concurrently  as  Money,  the  Value  of  the  Silver 
Coinage  used  to  change  with  respect  to  the  Gold.  Thus  Guineas 
were  originally  coined  to  be  of  the  value  of  20s.  in  silver  :  but 
in  the  reign  of  William  III.,  guineas  rose  to  28s.  and  30s.:  and 
at  the  same  time  Silver  Bullion  rose  from  5s.  2<L  to  7*.  an  ounce. 

One  party  stoutly  maintained  that  this  was  due  to  the  scarcity 
of  silver.  This  assertion  was  absurd  on  the  face  of  it  :  because 
if  silver  had  become  very  scarce  as  compared  to  gold,  it  is  quite 
clear  that  silver  would  have  risen  as  compared  to  gold,  and  not 
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fallen.     That  is,  ii. stead  of  guineas  being  worth  L'S.v.,  iliey  would 

worth    lf>x.  or    10s.     From   tin-   figures   above,   this 

if-rontradictory  :  because  as  compared  with  gold 

silver  had   apparently  fallen    in   value  ;    and  as   compared   with 

silver  it  had  apparently  ;•/>//  in  value 

But  as  the  variation  might  proceed  either  from  a  J)iininuti<ni 
in  Vd/i'r  <>f  Silver  as  compared  to  Gold  :  or  from  a  Dc^rcriniiuti 
of  the  Silver  Coinage  :  \v«-  are  enabled  to  devise  a  test  which  will 
enable  us  to  decide  to  which  of  these  causes  it  was  due 

It  is  quite  clear  that  a  Diminution  in  the  Value  of  the  Coin 
cannot  produce  any  difference  between  the  Mint  Price  and  the 
Market  Price  of  bullion  :  because  by  the  very  meaning  of  the 
term  Mint  Price  however  plentiful  or  however  scarce  Silver 
may  be,  an  ounce  of  it  in  Coin  muse  always  be  of  the  exact 
weight  or  value  of  an  ounce  of  it  in  Bullion 

On  the  other  hand,  a  Depreciation  of  the  Coinage  must 
inevitably  produce  a  rise  in  the  Market  Price  of  Bullion  above 
the  Mint  Price  :  because,  however,  plentiful  or  scarce  Bullion 
may  be,  three  quarters  of  an  ounce  of  it  in  Coin  can  never  be 
equal  in  weight  or  value  to  an  ounce  of  it  in  Bullion 

The  case  may  be  shortly  stated  thus — Guineas  may  rise  to  30s. 

in  silver,  either  from  a  Diminution  in  Value  of  Silver  :  or  from 

a   Depreciation  of  the  Silver  Coinage.     "\Vliat  is  the  test?     It  is 

found  in  the  Market  Price  of  Silver.     If  the  Silver  Coinage 

predated  the  Market  Price  will  rise  above  the  Mint  Price  : 

if  it  is  a  mere  Alteration  in  the  Value  of  Silver  it  will  not 

Kvidently.  however,  both  circumstances  may  take  place. 
There  may  be  an  Alteration  in  the  Value  of  the  metals  as  well  as 
a  Depreciation  of  the  Silver  Coinage  at  the  same  time.  And  it 
is  quite  easy  to  devise  a  test  in  such  a  case.  Because  the  Depre- 
ciation of  the  Silver  Coinage  is  measured  by  the  rise  of  Market 
Price  above  the  Mint  Price  of  Silver  :  and  thus  the  Value  of  the 
Silver  Coinage  being  rectified,  it  is  quite  easy  to  see  whether  it 
has  changed  in  its  relation  to  Gold 

On  Gresham's  Law  of  the  Coinage 

8.  "\Ve  have  now  to  notice  a  Law  of  fundamental  importance 
in  the  Theory  of  the  Coinage 

c  2 
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Aristophanes  first  noticed  the  fact  at  Athens,  that  when  a 
debased  Coinage  was  issued  along  with  a  good  Coinage,  the  good 
Coins  all  disappeared  from  circulation,  and  the  debased  ones 
alone  remained 

Aristophanes  says1 — "  The  State  has  very  often  appeared  to 
us  to  be  placed  in  the  same  position  towards  the  good  and  noble 
citizens  as  it  is  with  regard  to  the  ancient  coinage  and  the  new 
gold  :  for  we  make  no  use  either  at  home  or  abroad  of  those 
which  are  not  adulterated,  but  the  most  beautiful  of  all  money, 
as  it  would  seem,  which  are  alone  well  coined  and  ring  properly, 
but  of  this  base  copper  struck  only  yesterday,  and  of  a  most  vile 
stamp."  This  law,  first  noticed  by  Aristophanes,  has  been  found 
to  be  true  in  all  ages  and  countries 

This  fact  was  long  the  puzzle  of  financiers  and  statesmen. 
As  will  be  shown  further  on,  the  Coinage  of  this  country  used 
formerly  to  suffer  very  much  from  clipping  and  other  bad 
practices.  Repeated  attempts  were  made  to  remedy  the  evil  by 
issuing  new  Coin  from  the  Mint,  without  withdrawing  the  de- 
graded coin.  But  all  these  efforts  failed  :  the  good  coins  invari- 
ably disappeared  from  circulation,  and  the  bad  ones  alone 
remained 

At  length  Sir  Thomas  Gresham  first  explained  to  Queen 
Elizabeth  that  allowing  the  degraded  Coin  to  remain  in  circula- 
tion was  the  Cause  of  the  disappearance  of  the  good  Coin  :  and 
therefore,  we  called  it  "  Gresham's  Law  of  the  Coinage"  :  which 
name  is  now  universally  accepted 


This  Law  was  well  expressed  in  an  old  pamphlet  thus2  — 

"  When  two  sorts  of  Money  are  current  in  the  same  nation,  of 
like  Value  by  Denomination,  but  not  Intrinsic  ally  [i.e.,  not  in 
Market  Value],  that  which  has  the  least  Value  will  be  current,  and 
the  other  as  much  as  possible  hoarded  "  or  exported 

Which  may  be  expressed  shortly  thus  — 

"  Bad  Money  always  drives  good  Money  out  from  circulation" 

718 


2  A  Reply  to  the  Defence  of  the  Bank,  setting  forth  the  unreasonaJjleness  of 
their  slow  payments.     London,  1696 
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This  Law  which  is  absolutely  universal  applies  in  the  follow- 
ing cases — 

1.     If  only  one  metal  be  used  as  Money,  and  degraded  and 
debased   coins  of  that   metal  be  allowed  to  circulate  along  with 
ones  :  the  good  coins  will  disappear  and  the  bad  coins  alone 
will  remain  in  circulation 

_.     If  coins  of  two  metals  are  issued  and  tied  together  by  a 

ratio  :  if  the  legal  ratio  of  the  Coins  differ  from  the  market 

value  of  the  metals:  the  coins  which  are  underrated  will  dis- 

r :  and  the  coins  which  are  overrated  will  alone  remain  in 

circulation 

3.  And  as  a  consequence  of  the  same  Law  it  is  impossible 
to  maintain  a  fixed  Par  Exchange  between  countries  which  use 
different  metals  as  their  standard 

The  reason  is  plain.  If  full  weighted  and  depreciated  coins 
are  allowed  to;circulate  together,  one  of  two  effects  must  necessarily 
follow.  Either  those  persons  who  have  commodities  to  sell  will 
make  a  difference  in  their  nominal  price,  according  as  they  are 
paid  in  good  or  depreciated  coin  :  that  is,  the  light  coin  will  be 
at  a  discount  as  compared  with  the  good  coin  :  or  if  there  be  a 
law  to  prevent  this,  and  to  make  both  pass  at  the  same  nominal 
value,  every  one  will  try  to  pay  his  debt  at  the  least  possible 
expense.  He  will  always  pay  his  debt  in  light  coin,  and  hoard 
away  the  good  coin 

As  values  are  always  by  the  weight  of  the  metal,  a  law  which 
declares  that  light  coin  shall  be  of  the  same  value  as  good  coin  is 
as  great  an  anomaly  as  a  law  which  declared  that  three  are  equal 
to  four.  But  the  consequence  is  very  plain  :  if  the  law  declares 
that  three  ounces  of  bullion  are  equal  in  value  to  four  ounces, 
pei-sons  will,  of  course,  pay  their  debts  in  the  light  coin  :  and 
bullion  dealers  will  collect  all  the  full  weighted  coin  and  export  it 
to  foreign  countries  where  it  is  allowed  to  bear  its  market  value. 
Thus  the  good  coin  quickly  disappears  from  circulation,  and  the 
light  coin  alone  remains 

Moreover,  no  one  will  bring  Bullion  to  the  Mint  to  be  con- 
verted into  Coin.  No  one  will  bring  four  ounces  to  the  Mint  if 
it  will  have  no  greater  value  than  three  ounces  when  coined. 
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During  the  degraded  state  of  the  silver  coinage  during  the  last 
century,  the  Market  Price  of  silver  always  exceeded  the  Mint 
Price.  Smith  says  that  the  Market  Price  of  silver  ranged  from 
5s.  4:d.  to  5s.  Sd.  an  ounce  before  the  recoinage  in  1774.  And 
the  second  Report  of  the  Lords'  Committee  of  Secrecy  in  1797 
says — "  But  as  the  Mint  Price  of  Silver  Bullion  has  been  during 
the  whole  of  the  present  century  considerably  less  than  the 
Market  Price  of  the  precious  metal,  the  Silver  Bullion  imported 
could  not  be  converted  into  Coin :  but  having  left  a  sufficient 
quantity  for  the  use  of  our  manufacturers,  must  have  been  again 
exported,  and  did  not  contribute  in  the  smallest  degree  to  augment 
the  Coin  of  this  kingdom  " 

The  very  same  principle  holds  true  even  if  the  coin  of  both 
metals  is  full  weighted,  if  the  law  attempts  to  fix  a  ratio  between 
them  which  differs  from  the  market  rate  of  the  world 

We  shall  presently  see  the  application  of  these  principles 

On  a  Decimal  Coinage 

9.  We  have  now  to  consider  a  question  which  has  excited 
considerable  discussion  in  recent  times,  and  is  constantly  brought 
forward  by  Chambers  of  Commerce,  viz.,  whether  it  is  practicable 
and  expedient  to  decimalize  the  Coinage  of  England 

The  great  monetary  reforms  which  have  taken  place  on  the 
Continent  in  recent  years,  and  the  immense  benefits  which  have 
followed  the  unification  of  the  coinages  of  France,  Italy,  Belgium, 
Switzerland  and  Germany  have  naturally  led  many  persons  of 
great  scientific  acquirements  to  advocate  the  adoption  of  a 
Decimal  System  of  Coinage  for  England  :  and  the  assimilation  of 
the  Coinage  of  this  country  to  that  of  the  great  extent  of  Europe 
which  has  adopted  the  French  system.  We  have  now  to  consider 
whether  such  a  system  can  be  introduced  into  this  country,  and 
whether  there  is  a  reasonable  prospect  of  a  uniform  system  of 
coinage  being  adopted  by  all  nations 

A  Decimal  Coinage  is  one  consisting  of  pieces  related  to  each 
other  in  the  ratio  of  10,  or  gome  power  of  10 
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There  are  three  distinct  systems  of  Coinage — 

Istly.  Where  the  lowest  coin  of  all,  or  even  an  imaginary 
unit  below  any  existing  coin  is  taken,  and  all  other  coins  are 
multiples  of  that  unit.  That  is  where  the  Coinage  proceeds 
exclusively  l>y  multiplication 

2mlly.  Where  some  intermediate  coin  is  taken  as  the  unit  : 
and  other  coins  are  struck  both  as  multiples  and  subdivisions  of 
the  unit.  That  is  where  the  coinage  is  a  combination  of  multipli- 
cation and  subdivision 

3rdly.  AY  here  the  highest  coin  of  all  is  taken  as  the  unit. 
That  is  where  the  Coinage  proceeds  exclusively  by  subdivision 

In  the  first  system  it  is  natural  that  all  accounts  should 
proceed  by  decimal  multiples  of  the  unit.  And,  therefore,  there 
may  be  decimal  accounts.  But  that  does  not  necessarily  imply 
a  Decimal  Coinage.  Thus  from  time  immemorial  the  only  coin  in 
China  has  been  the  cash,  which  is  the  1,000th  part  of  an  ounce  of 
silver.  This  is  the  only  coin  in  existence,  and  all  sums  are 
expressed  as  decimal  multiples  of  that  unit.  This  is  attended 
with  very  great  convenience,  and  calculations  are  very  quickly 
performed,  and  travellers  tell  us  of  the  expertness  with  which 
mere  children  can  perform  long  calculations.  But  the  Chinese 
have  not  a  Decimal  Coinage,  as  there  are  no  multiples  of  the  cash. 

The  French  and  American  Coinages  are  examples  of  the  second 
system.  In  France  the  franc  is  the  unit,  and  in  America  the 
dollar  :  and  there  are  both  multiples  and  subdivisions  of  the  franc 
and  the  dollar.  The  napoleon  is  equal  to  20  francs,  and  there 
are  divisions  of  the  franc  according  to  a  decimal  system.  The 
Coinage  is  decimal  so  far  as  the  franc,  but  not  further  :  as  the 
napoleon  is  not  decimally  related  to  the  franc.  The  dollar  has 
both  decimal  multiples  and  subdivisions 

The  English  Coinage  is  an  example  of  the  third  system.  The 
unit  is  the  pound  sterling,  now  a  gold  coin.  And  all  other  coins 
are  aliquot  parts  of  the  pound  sterling.  The  English  Coinage, 
therefore,  proceeds  exclusively  by  subdivision 

Now  the  decimal  system  of  accounts  having  been  applied 
with  great  success  in  the  first  system  :  and  a  decimal  system  of 
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accounts  and  coins  having  been  adopted  with  more  or  less  success 
in  the  second  system  :  a  pretty  strong  feeling  has  been  excited, 
especially  among  scientific  and  commercial  men,  to  decimalize  the 
English  Coinage.  That  is,  to  make  the  different  pieces  of  the 
Coinage  related  to  each  other  in  a  decimal  ratio 

At  first  sight  such  a  scheme  appears  to  have  many  advantages. 
It  is  much  easier  to  cast  up  accounts  decimally  than  by  our 
present  plan.  And  it  seems  a  very  plausible  thing  to  say  that  as 
the  integers  proceed  on  the  denary  scale,  so  should  the  subdivi- 
sions. That  is,  if  it  be  multiplied  decimally,  why  should  it  not 
be  divided  decimally  ? 

This  idea,  however  plausible,  is  utterly  erroneous.  It  is 
founded  on  the  idea  that  integers  expressed  in  the  denary  scale 
and  decimal  fractions  are  correlative  systems.  People  see  that 
figures  on  one  side  of  the  Decimal  point  increase  by  powers  of 
10  :  and  on  the  other  side  decrease  by  powers  of  10  :  and  they 
jump  at  the  conclusion  that  they  proceed  on  the  same  principles. 
Nevertheless,  this  is  an  entire  fallacy,  and  it  is  quite  easy  to  show 
it.  Thus,  if  we  multiply  1  by  3  we  have  3  :  an  exact  answer : 
but  if  we  divide  1  by  3  do  we  have  *3 — an  exact  answer  ?  If 
we  multiply  1  by  2,  we  have  2  :  but  if  we  divide  1  by  2  decimally, 
we  do  not  have  '2  but  '5  :  which  shows  at  once  that  decimal 
fractions  are  different  in  principle  from  multiplication  of 
integers. 

To  show  this  more  clearly,  we  may  multiply  an  integer  by 
any  number  we  please,  and  always  obtain  an  exact  result,  which 
for  the  purposes  of  convenience  we  may  reckon  by  groups  of  10 

So  we  may  divide  an  integer  by  2,  3,  4,  5,  &c.,  or  any  number, 
and  obtain  an  exact  result.  Hence  division  by  the  ordinary 
numbers  is  the  correlative  of  multiplication  by  them.  Therefore 
the  common  fractions  are  the  correlatives  of  ordinary  multiplica- 
tion in  the  denary  scale 

But  in  decimals  it  is  not  so,  for  these  the  only  divisors  are  10 
and  powers  of  10.  Hence  while  we  may  multiply  by  any  number 
whatever,  we  must  only  divide  by  powers  of  10.  Instead  of  our 
divisors  being  unlimited,  they  are  restricted  to  a  very  small 
number  indeed.  And  this  consequence  follows,  that  it  is  physically 
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impossible  to  divide  a  unit  exactly  into  aliquot  parts  which  are 
not  some  powers  of  the  factors  of  10 

That  is,  a  unit  cannot  be  divided  exactly  in  decimals  by  any 
number  which  is  not  of  the  form  of  2P  x  5? 

Now  the  immense  majority  of  numbers  are  not  of  this  form 
at  all  :  and  consequently  it  is  physically  impossible  to  divide  a 
unit  exactly  by  the  immense  majority  of  numbers  in  decimals 

To  show  how  very  few  there  are,  the  only  natural  numbers 
up  to  1,000  by  which  a  unit  can  be  exactly  divided  are — 

Taking  powers  of  2  we  have — 

1,  2,  4,  8,  16,  32,  64,  128,  256,  512 

Taking  powers  of  5  we  have — 

1,  5,  25,  125,  625 

Xo\v  a  unit  cannot  be  divided  exactly  in  decimals  by  any 
number  except  those  in  these  two  series,  or  those  arising  from  a 
multiplication  of  any  one  in  one  series  by  any  one  in  the  other 

Now  there  are  only  28  numbers  up  to  1,000  by  which  exact 
division  is  possible.  They  are  2,  4,  5,  8,  10,  16,  20,  25,  32,  40, 
50,  64,  80,  100,  125,  128,  160,  200,  250,  256,  320,  400,  500, 
512,  625,  640,  800,  and  1,000 

Now,  what  should  we  say  of  a  system  of  multiplication  in 
which  it  was  physically  impossible  to  obtain  an  exact  result  in  the 
immense  majority  of  cases  :  only  by  28  numbers  up  to  1,000  ? 
It  is  clear  that  such  a  system  could  not  be  tolerated  for  a  day 

Such  a  system  as  that  would  be  the  correlative  of  decimal 
fractions  :  it  would  be  one  in  which  we  were  forbidden  to  multiply 
by  any  numbers  except  10  and  powers  of  the  factors  of  10  :  and, 
therefore,  no  multipliers  which  were  not  of  the  form  2P  x  5g 
could  bring'  out  an  exact  number 

Hence  we  see  that  the  analogy  between  decimal  numbers  and 
decimal  fractions  entirely  fails.  In  fact  they  proceed  upon 
different  principles :  and  it  is  manifestly  the  same  with  any 
fraction  expressed  in  the  radix  of  the  scale  of  notation 

It  can  only  be  divided  by  powers  of  the  radix  or  of  the  factors 
of  the  radix.  Consequently  it  can  be  divided  exactly  by  no 
numbers  which  are  not  composed  of  powers  of  the  factors  of  the 
radix 

There    is,    therefore,    a    fundamental    distinction     between 
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multiplication  in  the  denary  scale  and  decimal  subdivisions. 
For  all  cases  of  multiplication  nothing  can  be  better  than 
decimals  :  for  all  cases  of  subdivision  nothing  can  be  worse 

The  cases,  therefore,  of  a  Coinage  in  which  the  unit  is  the 
lowest  possible,  and,  therefore,  proceeds  by  multiplication  :  and 
that  of  a  Coinage  in  which  the  unit  is  the  highest  possible,  and, 
therefore,  proceeds  entirely  by  subdivision,  are  not  only  not  parallel, 
but  they  involve  antagonistic  principles 

Hence  the  analogy  between  a  Coinage  of  the  third  system  and 
one  of  the  first  system  entirely  fails  :  what  is  best  in  the  first  is 
impracticable  in  the  third 

The  essential  peculiarity  of  decimal  fractions  is  that  the  unit 
cannot  be  divided  into  any  aliquot  parts  except  those  composed 
of  powers  of  the  factors  of  10.  This  is  a  restriction  which  no 
people  would  ever  submit  to  in  the  common  affairs  of  life.  We 
constantly  require  to  divide  things  exactly  into  3,  6,  7,  11,  12 
parts.  No  one  would  ever  dream  of  proposing  that  persons 
should  voluntarily  preclude  themselves  from  dividing  a  quantity 
into  any  exact  parts  under  1,000,  but  those  of  the  28  numbers 
given  above.  But  that  is  what  we  should  do  if  we  were  to  adopt 
decimal  subdivisions  exclusively.  Such  a  notion  is  so  monstrous, 
that  no  one  out  of  Bedlam  would  propose  it.  It  would  be  just 
as  rational  as  to  suppose  that  we  should  adopt  a  system  of 
multiplication  in  which  none  but  these  figures  should  produce 
exact  results 


It  would  be  the  state  of  greatest  perfection  if  we  could 
imagine  the  unit  of  value,  such  as  gold,  to  be  some  soft  substance 
like  putty,  which  we  could  sub-divide  into  any  number  of  parts 
exactly.  But  as  that  is  impossible,  the  next  best  thing  is  to  have 
it  divided  into  that  number  of  pieces  which  contains  the  greatest 
numbers  of  divisions  possible.  Now  10  is  not  only  not  good  but 
extremely  bad 

Considering  that  the  present  unit  of  the  English  coinage  is 
gold,  and  its  existing  magnitude,  it  is  quite  easy  to  show  that  no 
division  of  it  is  at  all  comparable  to  that  of  20,  12,  and  4.  No 
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other  combination  within  the  same  compass  presents  such  a  rich- 
ness of  factors.  It  has  no  less  than  '27  :  namely,  2,  3,  4,  5,  6,  8, 
10,  12,  ir>,  10,  2u,  24.  30,  32,  40,  48,  GO,  (14,  80,  DO,  120,  160, 
192,  2  In,  :;i'i>,  480,  960:  whereas  1,000  has  only  14  factors— 
2,  4,  5,  8,  10,  20,  25,  40,  50,  100,  125,  200,  250,  500.  Hence 
the  immense  superiority  of  the  present  division  of  the  pound 
sterling  over  that  of  the  millesimal  one  for  all  purposes  of 
physical  sub- division  is  manifest 

Every  one's  daily  experience  shows  that  while  he  naturally 
uses  the  decimal  scale  for  multiplication,  he  never  thinks  of  con- 
fining himself  to  decimals  for  sub-division.  People  want  every 
day  halves,  quarters,  and  half -quarters  of  things,  and  they  call 
them  so.  But  if  we  are  to  have  decimal  fractions  exclusively, 
these  expressions  must  be  given  up.  A  snuffy  old  woman  in  the 
Highlands  wants  half  an  ounce  of  snuff,  she  must  no  longer  ask 
for  that,  but  she  must  ask  for  '5  of  an  ounce  ;  she  wants  a  quarter 
of  an  ounce  :  she  must  no  longer  ask  for  that,  but  for  -25  of 
an  ounce.  And  so  on.  A  nation  of  savans  might  do  that,  but 
common  humanity  never  will.  "We  want  half,  or  a  quarter,  of  a 
thing.  The  eye  performs  the  work  instantaneously.  But  if  we 
go  feo  decimal  fractions,  we  must  first  divide  the  unit  into  10 
or  100  parts,  and  then  take  5  or  25  of  these  parts.  Such  a  state- 
ment shows  the  manifest  absurdity  of  such  a  thing 

The  Avhole  confusion  is  based  upon  the  idea  that  decimal 
fractions  are  analogous  to  decimal  integers  :  which  is  a  complete 
delusion  :  and  if  this  distinction  in  principle  had  been  fully  con- 
sidered, the  question  never  would  have  been  agitated  at  all,  and 
the  spasmodic  attempts  made  to  revive  it,  would  be  dropped 

Considering  these  fundamental  differences  of  principle  between 
decimal  integers  and  decimal  fractions  :  and  decimal  multiplica- 
tion and  decimal  division,  the  following  may  be  stated  as  ascer- 
tained principles  with  respect  to  a  coinage — 

Istly.  Where  the  unit  of  account  is  the  lowest  coin  in  use, 
and  the  whole  coinage  consists  of  multiples  of  that  unit,  the 
decimal  system  is  by  far  the  best 

2ndly.  Where  the  unit  of  account  is  a  coin  of  some  low 
magnitude,  the  decimal  system  will  have  great  convenience,  and 
some  inconveniences.  And  as  the  unit  becomes  larger  the 
inconveniences  wrill  constantly  increase  over  the  advantages 
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3rdly.  Where  the  unit  of  account  is  the  highest  coin  of  all, 
the  decimal  system  which  is  then  one  of  exclusive  sub-division,  is 
an  intolerable  nuisance,  which  could  never  subsist  for  any  time 
at  all 

It  is,  therefore,  evident  that  it  is  practically  impossible  to 
adopt  any  system  of  Decimal  Coinage  in  this  country  so  long  as 
the  pound  sterling  is  retained  as  the  unit  of  account,  and  the 
coinage  is  one  of  pure  sub-division.  Other  schemes  have  been 
proposed,  based  upon  the  penny  and  the  farthing,  of  which  we 
shall  say  something  hereafter 

It  is  unquestionable  that  for  matters  of  account  on  paper, 
especially  in  large  numbers,  the  decimal  system  affords  an 
immense  superiority.  It  is  no  doubt  true  that  it  is  physically 
impossible  to  divide  anything  into  3,  6,  7,  &c.,  exact  parts  by 
decimals.  We  can,  however,  carry  it  as  near  exactness  as  we 
please.  The  philosopher  can  afford  to  balance  this  inconvenience 
against  the  many  other  advantages,  and  carry  his  calculations  a 
few  figures  further  with  equanimity,  when  he  knows  the  ultimate 
result  will  come  as  nearly  true  as  he  pleases.  But  it  is  a  far 
different  matter  with  the  daily  transactions  of  life,  where  actual 
subdivision  is  required,  and  where  the  differences  which  arise 
from  an  imperfect  division  give  rise  to  everlasting  quarrels.  No 
one  who  has  not  studied  history  can  conceive  the  intolerable 
practical  misery  which  a  depreciated  currency  causes  to  a  people  : 
and  the  very  same  effects  are  produced  by  an  imperfect  system  of 
sub-divisions.  We  shall  now  give  some  historical  notices  of  the 
adoption  of  the  decimal  system  of  coinage  by  different  nations 

On  the  Decimal  System  of  Coinage  of  the  United  States 

The  currency  of  the  various  American  colonies  was  originally 
the  same  as  that  of  the  mother  country.  But  we  have  shown 
elsewhere1  that  nearly  all  the  States  had  issued  enormous  masses 
of  paper  money,  the  effect  of  which  had  been  to  depreciate  the 
pound  in  them.  The  pound,  too,  had  undergone  different 
degrees  of  depreciation  in  the  different  States :  hence  there  was 
at  the  time  of  the  Revolution  an  immense  confusion  between  the 

1  Dictionary  of  Political  Economy 
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currencies  of  the  different  States.  The  weight  of  the  pound  sterling 
was  1,7 IN;,'  u rains  of  pure  silver  :  but  the  pound  of  Georgia  was 
1,547  grains :  that  of  Virginia,  Connecticut,  Rhode  Island, 
Massachusetts,  and  New  Hampshire  was  1,289  grains  :  that  of 
Maryland,  Delaware,  Pennsylvania,  and  New  Jersey  wras  1,031-J- 
grains  :  and  that  of  North  Carolina  and  New  York  was  966f 
grains 

While,  therefore,  the  pound,  shilling,  and  penny  had  different 
values  in  different  States,  the  Spanish  dollar  had  a  general  circu- 
lation throughout  all  the  States,  but  with  a  different  rating.  In 
the  New  England  States  and  Virginia,  it  passed  for  72  pence  : 
in  Xew  York  and  North  Carolina  for  96  pence  :  in  the  Middle 
States  for  90  pence  :  and  in  Georgia  and  South  Carolina  for  56 
pence 

When  the  Congress  was  formed  they  found  it  necessary  to 
issue  paper  money  to  carry  on  the  war.  If  this  had  been  based 
upon  the  pound  it  would  have  caused  intolerable  confusion  : 
besides  there  was  no  reason  why  the  pound  of  any  particular 
States  should  be  preferred  to  the  others.  Congress,  therefore, 
based  their  paper  money  on  the  dollar,  which  had  a  general 
currency  throughout  the  States.  And  when  the  national  inde- 
pendence was  secured,  the  dollar  was  naturally  adopted  as  the 
unit  of  the  national  currency  in  1785 

Mr.  Robert  Morris,  the  financier  of  the  American  Revolution, 
seems  to  have  been  the  first  who  proposed  a  decimal  coinage. 
He  laid  his  plan  before  Congress  in  January,  1782.  He  proposed 
to  have  an  exceeding  small  unit,  and  that  the  coins  should  be 
increased  in  a  decimal  ratio,  to  facilitate  calculations.  The  unit 
was  to  be  a  quarter  of  a  grain  of  pure  silver.  The  lowest  silver 
coin  was  to  be  100  of  these,  and  to  be  called  a  cent.  To  this 
2  grains  of  copper  were  to  be  added.  Five  of  these  were  to 
make  a  quint,  and  ten  to  make  a  mark.  Mr.  Jefferson,  his 
successor,  to  whom  the  matter  was  referred  in  1784,  thought  the 
unit  was  too  small.  In  1786  Congress  adopted  the  plan  proposed 
by  Mr.  Jefferson.  The  coins  were  an  eagle  of  246-268  grains  of 
fine  gold,  to  be  equal  to  10  dollars  :  a  half -eagle  of  similar 
proportions  :  a  dollar  of  375'64  grains  fine  silver  :  half -dollars  a 
double  dime  of  75-128  grains  fine  silver  :  half-dimes  and  cents 
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of  copper,  the  100th  part  of  the  dollar  :  and  half -cents.     Thus 
here  we  see  the  unit  divided  into  halves 

No  action  followed  upon  this  plan.  In  1790  it  was  referred 
to  Mr.  Alexander  Hamilton,  the  Secretary,  and  he  presented  an 
elaborate  report  on  it.  He  adopted  the  dollar  as  the  unit,  but 
contended  that  it  should  not  be  attached  either  to  gold  or  silver 
exclusively.  He  proposed  that  it  should  correspond  either  to 
24f  grains  of  fine  gold,  or  371J  grains  of  fine  silver  :  each  to  pass 
for  1  dollar  in  account :  the  alloy  of  each  to  be  j^th  :  making 
the  unit  27  grains  of  standard  gold,  and  405  grains  of  standard 
silver.  An  Act  to  establish  a  mint  and  regulate  the  coins  in  these 
proportions  was  passed  in  1792  :  but  in  1837  the  alloy  both  of 
gold  and  silver  was  ordered  to  be  1  part  in  10 

The  introduction  of  the  decimal  system  into  the  American 
coinage  was  considered  to  be  a  great  triumph  of  science  :  and  its 
authors  boasted  that  it  had  met  with  the  highest  approval  of  all 
eminent  men  in  America  and  Europe.  If  therefore,  it  had  been 
found  in  practice  so  very  beneficial  we  should  naturally  have 
expected  that  during  the  period  it  has  been  in  force,  now  just 
100  years,  it  would  have  entirely  superseded  the  former 
system  of  pounds,  shillings  and  pence,  and  the  binary  division  of 
halves,  quarters  and  eighths.  We  should  have  expected  that  the 
existence  of  the  former  systems  would  only  have  been  known  to 
professed  antiquaries,  who  would  have  looked  upon  it  as 
geologists  do  the  extinct  races  of  animals.  And  as  for  the 
common  people,  they  could  never  have  been  expected  to  have 
heard  of  it  at  all.  But  is  this  the  fact  in  practice  ?  It  is  found 
not  to  be  so.  By  law  the  dollar  is  divided  into  dimes,  cents  and 
mils.  But  it  is  found  in  practice  that  the  cent  being  taken  as 
the  unit,  while  calculations  upwards  are  reckoned  decimally, 
those  downwards  invariably  proceed  on  the  old  binary  scale. 
While  the  law  declares  that  there  shall  be  no  division  of  the  cent 
except  by  10,  universal  mercantile  custom  invariably  proceeds  by 
halves,  quarters,  eighths,  &c.  The  mil  is  utterly  ignored 

Thus  Mr.  Slater  placed  before  the  Decimal  Coinage  Com- 
missioners, as  an  ordinary  specimen  of  mercantile  news,  the 
following  extract  from  a  New  Orleans  Price  Current. — "Louisiana 


§   10]  DECIMAL    COINAGE  409 

sugar,  of  fair  quality,  is  quoted  at  7  to  7f  cents  per  pound  :  (and 
also  except  io/nijff/  among  a  multitude  of  quotations  exhibiting 
binary  subdivisions,  at  7T8n  and  Sf^  cents)  :  green  meat  (pork) 
found  purchasers  at  7£  cents  per  Ib.  :  and  lard  at  9|  to  9f  cents. 
On  cotton  the  advance  within  the  week  has  been  fully  f  to  ^ 
cent  per  Ib.  :  whilst  freight  to  Liverpool  was  taken  at  T5F  to  f 
cent  this  year,  against  J  to  ^  in  1855 :  and  if  to  £  in  1854. 
To  Havre,  cotton  is  taken  on  freight  at  f  cent.  A  ship  was 
taken  for  Bordeaux  at  if  cent :  and  at  Boston  at  T7¥  cent."  No 
freights  were  quoted  at  decimal  rates.  Among  the  articles 
fluctuating  in  price  by  J  cents,  were  found  almonds,  bacon, 
bagging,  coffee,  hides,  lead,  rice,  soap,  spirits 

Thus  taking  this  as  a  specimen  of  mercantile  custom  in 
America,  we  see  that  commercial  instinct  obstinately  rejects  the 
decimal  division,  notwithstanding  that  it  is  thrust  upon  them  by 
law.  And  is  it  possible  to  conceive  that  they  would  not  long  ago 
have  adopted  it  without  any  law  at  all  if  it  had  really  been  more 
suited  for  their  purposes  ?  Just  as  some  commercial  establishments 
in  this  country  have  adopted  decimals  in  their  business,  without 
any  law  at  all  ? 

And  no  wonder :  for  the  binary  subdivisions  are  found  to  be 
those  most  convenient  for  commercial  purposes.  In  decimals, 
4ths  could  not  be  expressed  in  less  than  two  figures  :  8ths  in  less 
than  three  :  IGths  in  less  than  four  :  32nds  in  less  than  five  :  and 
G4ths  in  less  than  six.  Thus  for  instance  in  the  above  extract, 
|  =  -625  :  if  =  -8125  :  f|  =  -34375.  What  memory  could 
stand  such  complexity  ?  In  the  first  place,  it  would  be  necessary 
to  remember  that  three  figures  in  the  quotation  meant  8ths  :  four 
figures  meant  IGths  :  and  five  figures  meant  32nds  :  and  then  all 
the  varieties  of  these  fractions.  This  example  shows  that  for 
physical  subdivision  decimals  are  intolerable 

Commercial  instinct  therefore  utterly  condemns  decimal  sub- 
division. But  does  the  common  practice  of  small  dealers  in 
common  life  support  it  any  better  ?  The  evidence  before  the 
Commissioners  equally  disproved  that  notion.  During  all  this 
period  of  70  years  it  had  been  found  impossible  to  extirpate  the 
old  reckoning  by  shillings  and  sixpences.  Professor  Jvellaml, 
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Dean  of  the  University  of  Edinburgh,  travelled  extensively 
through  the  States,  and  gave  in  a  most  valuable  paper  to  the 
Commissioners.  When  a  nation  adopts  a  decimal  coinage,  it 
would  naturally  be  expected  that  they  would  adopt  a  decimal 
system  of  weights  and  measures.  Indeed  some  of  the  witnesses 
seemed  to  think  that  there  was  very  little  use  of  one  without  the 
other.  But  the  Americans  have  not  decimalised  their  weights  and 
measures  :  they  still  retain  the  old  ones  they  learnt  from  the 
mother  country.  How  is  this,  if  decimalisation  be  so  good  ? 
Still  more  should  we  expect  that  they  would  have  made  up 
their  parcels  in  shops  by  tens  instead  of  by  dozens,  to  accommo- 
date them  to  their  money  :  but  they  have  not  decimalised  their 
parcels.  Professor  Kelland  says — "  The  decimal  system  has  been 
the  legal  system  in  America  for  60  years,  and  dozens  have  not 
yielded  a  hair's  breadth  as  yet.  The  same  paper  from  which  I 
quote  contains  Valentines  in  lots  of  144,  36,  24,  18,  12  and  3,, 
but  no  tens."  In  a  Cincinnati  paper  there  were  advertised  for 
sale,  100  dozen  jars,  100  dozen  glass,  100  dozen  cans.  Shillings 
were  the  sums  charged  in  Philadelphia,  in  the  hotel  bills.  This 
appeared  very  strongly  too,  in  the  book  catalogues.  The  prices 
though  expressed  in  cents,  were  in  reality  accommodated  to 
shillings.  Some  were  marked  69  c.,  which  in  reality  meant 
5s.  6d.  New  York  :  others  63  c.,  which  meant  5s.  New  York: 
the  New  York  shilling  being  12^-  cents.  The  New  England 
shilling  was  16|  cents.  On  examining  12  pages  of  the  catalogue, 
decimal  prices  were  marked  in  40  cases,  and  non-decimals  in  117. 
Among  book  prices  38  and  31  cents  were  most  frequent,  being 
remarkable  numbers  to  choose  if  there  were  no  particular  reason 
for  it.  The  fact  was,  the  former  number  meant  3s.  and  the 
latter  2s.  6d.  New  York  " 

Nor  was  this  opinion  unsupported  by  intelligent  natives.. 
The  Rev.  Joshua  Leawitt,  editor  of  the  Independent  of  New 
York,  stated  to  the  Committee  of  the  Canadian  Assembly  in 
1855 — "  I  have  no  doubt  of  the  superiority  of  the  decimal  system 
for  the  purposes  of  account:  but  for  all  purposes  of  small 
circulation,  in  marketing,  huckstering,  and  the  like,  I  am 
persuaded  that  a  duodecimal  currency,  like  that  of  England,  or 
like  that  which  formerly  prevailed  in  the  city  of  New  York,  is 
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far  preferable.  These  small  transactions  of  daily  life  outnumber 
the  transactions  of  commerce  almost  infinitely,  and  it  seems 
impossible  to  make  a  decimal  currency  as  convenient  in  these  as 
in  the  old  currency.  One  reason  is  that  the  decimal  currency 
admits  of  only  one  aliquot  division,  that  is  into  halves." 
Mr.  Leawitt  then  shows  the  excessive  inconvenience  of  this  want 
of  divisible  power.  He  said — "  You  are  aware  that  in  our 
New  York  marketing,  and  other  small  transactions,  our  business 
is  still  done  in  shillings  and  pence  :  the  shilling  being  one-eighth 
of  a  dollar,  and  therefore  corresponding  exactly  in  its  value 
to  the  old  Spanish  coin  of  one  eight.  The  provincial  currency 
of  Xew  York  before  the  Eevolution  was  framed  upon  the 
reckoning  of  8s.  to  a  dollar  :  and  when  the  Federal  currency  was 
introduced  in  matters  of  coin,  the  common  people  still  clung  to 
the  old  shilling  as  a  matter  of  necessary  convenience  in  their 
pocket  payments  :  and  the  experience  of  sixty  years  has  not  in 
the  least  diminished  their  attachment  to  this  method  of  reckoning 

in  small  payments And  not  only  this,  but  we  find 

the  people  of  all  parts  of  the  country  are  learning  more  and  more 
to  use  the  vernacular  currency  of  Xew  York  in  their  daily 
.chaffering  from  one  end  of  the  United  States  to  the  other.  You 
•will  frequently  hear  people  giving  you  the  price  of  things  in  York 
shillings  and  York  sixpences.  I  think  this  experiment  is  con- 
clusive, and  ought  to  be  satisfactory  to  prove  that  the  duodecimal 
currency  in  small  transactions  is  a  great  public  convenience.  I 
am  sure  that  is  only  this  actual  and  felt  convenience  which  has 

enabled  it  to  maintain  its  ground  for  60  years For 

myself,  I  have  no  idea  that  we  shall  ever  abandon  the  shilling 
currency :  the  lapse  of  generations  has  only  fixed  it  more  firmly 
upon  us,  and  I  fully  believe  that  in  a  few  years  we  shall  have  a 
Congress  so  governed  by  common  sense,  and  so  alive  to  the 
convenience  and  welfare  of  the  people,  that  they  will  legalise  the 
York  shilling  and  sixpence,  as  the  eighth  and  sixteenth  of  a 
dollar,  and  will  give  us  from  our  own  mint  a  corresponding 
coinage."  The  Committee  of  the  Legislative  Assembly  of  Canada 
reported  that  coins  representing  the  eighth  and  sixteenth  of  a 
dollar  were  indispensable  in  small  transactions  in  Canada :  these 
coins  being  quite  incompatible  with  a  decimal  coinage 

VOL.  II.,  PART  1  D 
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The  introduction  of  a  decimal  system  of  coins  into  France 
was  easier  than  almost  any  other  nation.  The  French  coins,  like 
those  of  Western  Europe,  were  divided  into  livres,  or  francs,  sols 
and  deniers.  But  the  successive  depreciations  had  brought  the 
livre  or  franc  down  to  below  10^.,  the  sol  was  in  fact  equal  to  %d.t 
and  the  denier  had  altogether  ceased  to  be  coined.  The  franc 
and  the  sol,  therefore,  were  all  that  were  wanted.  It  was  only  to 
call  it  5  centimes  instead  of  one  sol,  and  the  thing  was  done. 
Nevertheless,  slight  as  this  change  was,  it  was  effected  with  in- 
conceivable slowness,  if  indeed  it  can  be  said  to  be  done  yet. 
The  name  of  the  livre  was  abolished,  but  that  of  franc  retained. 
In  order  to  make  it  weigh  5  grammes,  it  was  found  necessary  to 
increase  its  weight  by  l-80th  part.  Slight  as  this  difference  was, 
it  gave  rise  to  great  disturbance.  Dr.  Gray  says — "Even  now, 
at  the  distance  of  half  a  century,  it  is  by  no  means  universally 
adopted  in  France,  either  in  accounts,  or  still  less  in  the  great 
mass  of  ordinary  retail  dealings.  As  long  as  the  old  livres 
remained  in  circulation,  whenever  they  were  tendered  in  place  of 
a  franc,  it  became  a  constant  source  of  contention  which  party 
was  to  be  the  loser  by  the  bargain  :  one  or  the  other  must  be  so, 
as  there  was  no  coin  to  represent  the  actual  difference,  and  the 
debate  frequently  ended  in  the  weaker  party  giving  two  centimes 
or  one  fiftieth -part  instead  of  one  eightieth  part  over  and  above 
the  livre  :  or  as  a  centime  was  a  rarity  seldom  seen,  a  livre  and 
a  sol  were  combined  to  represent  a  franc,  and  thus  the  receiver 
obtained  three  and  three  quarters  per  cent,  beyond  the  real  value 
of  the  new  coin  as  compared  with  the  old."  Dr.  Gray  says  that 
even  then  accounts  were  frequently  kept  in  livres,  sols,  and  deniers, 
in  the  provinces  and  even  in  Paris  itself  the  prices  of  most  of  the 
common  and  smaller  articles  were  constantly  expressed  in  sous. 
Galignani's  Messenger  was  marked  ten  sows,  not  fifty  centimes,  or 
five  decimes.  In  1856  an  ordonnance  was  issued  to  prevent 
people  crying  articles  in  the  streets  in  sous  !  So  long  do  the  old 
habits  of  the  people  on  so  small  a  matter  continue  against  all  the 
efforts  of  a  powerful  government 

The  French  introduced  their  decimal  system  of  moneys  into 
Sardinia  in  1793.     The  lira  was  diminished  to  an  equality  with 
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the  franc  :  100  old  Piedmoutese  lir?  were  coined  into  11*;]  new 
lire  or  francs.  The  Italian  money  is  now  entirely  assimilated  to 
the  French,  the  coins  of  the  two  countries  passing  freely  in  each. 
This  change  was  continued  by  the  restored  dynasty,  after  the 
overthrow  of  the  French  Empire.  By  laws  of  the  12th  August 
and  7th  September,  1816,  and  4th  and  9th  December,  1820,  the 
new  lira  was  declared  the  money  of  account,  and  all  contracts 
were  ordered  to  be  made  in  that  coin.  In  1827  this  system  was 
extended  to  the  Duchy  of  Genoa,  and  in  1843  to  the  Island  of 
Sardinia.  And  since  the  unification  of  Italy,  the  French  system 
of  coinage  has  been  adopted  throughout  the  country 

The  French  introduced  the  decimal  system  into  Belgium  in 
1803.  It  was  suppressed  in  1S1G  in  favor  of  the  decimal 
system  of  the  Netherlands :  but  the  French  system  was  restored 
in  1832.  Before  1803  there  were  four  distinct  systems  of 
coinage  legalised  and  in  common  use  :  namely,  the  Flemish  livre, 
containing  twenty  schillings,  each  schilling  twelve  gros,  each  gros 
eight  penninghens,  and  each  penninghe  three  myten.  This  money 
was  chiefly  used  for  calculating  the  foreign  exchanges,  especially 
that  upon  London,  and  was  continued  so  late  as  1843.  The  great 
commercial  houses  kept  their  accounts  in  florins,  divided  iuto 
20  sous,  and  each  sol  iuto  sixteen  deniers.  This  was  also  used  in 
the  exchange  on  Amsterdam  and  Hamburg.  The  Brabant  florin, 
containing  20  sous,  and  each  sol  twelve  deniers,  was  the  money 
used  in  daily  life.  And  lastly  the  government  accounts  were  kept 
in  livres  tournois,  divided  into  twenty  sols  of  France,  and  each 
sol  into  twelve  deniers.  It  is  not  surprising  that  the  establish- 
ment of  a  single  uniform  system  like  the  French  was  found  to  be 
a  great  improvement  over  such  complication.  But  even  here  the 
immense  time  necessary  to  change  the  habits  of  the  people  is 
seen.  The  higher  commercial  classes  in  the  cities  keep  their 
accounts  in  francs  and  centimes,  but  the  old  divisions  of 
Brabant  guilders  and  stivers  are  still  maintained  by  the  small 
tradesmen  and  shopkeepers,  though  these  coins  have  no  monetary 
representatives.  In  common  life  every  man  in  Belgium  is  com- 
pelled to  have  constantly  at  hand  his  tables  of  reduction  of  the 
various  moneys,  both  past  and  present 

D  2 
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Up  to  1848  the  Swiss  coinage  was  in  a  state  of  fearful 
confusion,  each  Canton  coined  money  for  itself  which  would  not 
pass  in  the  neighbouring  ones.  Numerous  coins  from  France 
and  Germany  also  passed  current  at  different  denominations. 
The  Federal  constitution  of  1848  took  away  the  power  of  the 
Cantons  to  coin  money,  and  placed  it  in  the  hands  of  the  Federal 
authorities,  and  demanded  reform.  In  1850  a  new  Federal  law 
on  coins  was  passed,  which  was  brought  into  effect  in  1851  and 
1852.  The  moneys  of  account  and  usage  were  assimilated  to- 
the  French,  and  all  the  old  ones  withdrawn  and  destroyed.  What 
an  enormous  improvement  this  was  may  be  judged  by  the  answer 
of  Mr.  Triiinhler  to  the  Decimal  Coinage  Commissioners,  who 
says  that  before  1850  there  were  current  "  all  kinds  of  German 
dollars,  German  florins,  Austrian  zwanzigers,  French  five-franc 
pieces,  sub-divisions  of  the  above,  and  about  160  different  Swiss 
coins.  The  legal  value  of  most  coins  was  different  in  almost 
every  canton :  and  the  current  value  differed  everywhere  from  the 
legal  value ! "  Now  the  same  coinage  circulates  throughout 
France,  Belgium,  Switzerland  and  Italy,  to  the  immense  relief 
of  travelers 

The  late  kingdom  of  the  Two  Sicilies  had  a  coinage  of  which 
the  ducat  was  the  unit,  divided  into  10  carlini,  and  each  carlino 
into  ten  grains,  and  each  grain  into  10  calli.  But  accounts 
were  only  kept  in  ducats  and  grains.  Payments,  however,  were 
seldom  made  in  ducats,  which  were  a  very  rare  coin,  but  in 
Neapolitan  dollars,  worth  12  carlini,  or  120  grains.  And  here 
we  have  a  curious  example  of  a  decimal  system  of  accounts,  with 
a  duo-decimal  coinage.  For  the  coins  in  circulation  were  the 
dollar  of  12  carlini  or  120  grains :  half-dollars  of  6  carli/u,  or 
60  grains  :  pieces  of  4  carlini,  3  carlini,  2  carlini,  1  carlino,  and 
half  a  carlino.  Copper  coins  are  in  common  use,  of  half  a 
carlino,  4,  3,  2j,  2,  1^,  1,  and  ^  grain 

This  is  a  very  strong  and  striking  example  of  what  we  said 
above,  that  as  soon  as  the  unit  of  money  becomes  of  any 
magnitude,  the  practical  purposes  of  life  irresistibly  demand  a 
duo-decimal  coinage  :  as  is  also  manifested  in  America 

The  Netherlands  like  most  countries  were  afflicted  with  great 


§  9]  DECIMAL    COINAGE  415 

monetary  confusion.  The  basis  of  the  whole,  however,  was  the 
florin  containing  20  stivers,  or  20  pence  English.  In  1821  this 
coin  was  taken  as  the  unit  of  the  system,  and  divided  into  cents 
and  half-cents.  In  this  case  we  observe  the  transition  was 
extremely  easy.  The  stiver  was  already  the  20th  part  of  the 
florin,  and  its  name  was  simply  changed  into  5  cents,  as  in 
France.  Hence,  nothing  was  required  to  be  done  :  it  was  simply 
to  abolish  a  number  of  the  old  coins 

Portugal  is  an  example  of  a  country  having  a  single  unit  like 
that  of  China,  and  all  the  coins  being  multiples  of  that  unit. 
The  Portuguese  unit  is  the  rei,  equal  to  y4-  of  a  penny.  The 
smallest  coin  is  the  5  reis,  equal  to  T4-  of  a  penny.  But  though 
all  the  moneys  of  account  were  decimal  multiples-  of  the  rei,  the 
coinage  was  not  so.  The  coinage  consisted  of  moidores  of  4800 
reis  :  crusados,  400  reis  ;  crusades  novos,  or  pinto,  480  reis  ; 
quartitos,  1200  reis  ;  testoons,  130  reis  ;  and  vintrenos,  20  reis. 
This  coinage  has  now  been  abolished,  and  it  has  now  been 
decimalised,  as  well  as  the  accounts.  The  change  came  into 
operation  in  1857 

In  Russia,  the  silver  ruble  is  the  standard,  being  about  38 
pence.  This  is  divided  into  100  copecks,  and  the  copeck  is 
divided  into  halves  and  quarters.  The  silver  ruble  was 
established  as  the  standard  unit  of  money  in  1840,  in  place  of  the 
ruble  of  assignation,  to  which  the  issues  of  depreciated  paper  had 
reduced  the  Russian  standard.  The  silver  ruble  was  equal  to  3^ 
paper  rubles,  but  the  subdivisions  of  the  latter  were  the  same. 
And  here  we  perceive  that  as  soon  it  went  below  cents,  the  binary 
division  was  found  necessary.  The  expenses,  however,  of  the 
Crimean  War  forced  Russia  again  to  resort  to  Paper  Money  :  and 
the  present  value  of  the  Paper  ruble  is  about  20d.  :  and  of  course 
the  silver  ruble  is  never  seen 

In  Greece  the  drachma  is  the  unit,  b^ing  in  value  about  8}d.  : 
this  is  divided  into  100  lepta,  the  latter  being  about  -£-  of  a 
farthing.  But  although  accounts  are  kept  decimally,  there  is  no 
decimal  coinage 
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Such  are  the  examples  of  actually  existing  decimal  systems 
both  in  accounts  and  coins  :  and  they  throw  much  light  upon  the 
question  whether  it  is  possible  or  expedient  to  decimalise  the 
coinage  of  this  country.  We  observe  then  that  the  highest  unit 
in  a  decimal  system  of  coinage  is  the  American  dollar,  which  is- 
divided  nominally  into  dimes,  cents,  and  mils.  But,  practically, 
the  only  moneys  of  account  are  dollars  and  cents.  The  next 
highest  was  the  Neapolitan  ducat,  k\\d.  divided  nominally  into 
lOths,  lOOths,  and  l,000ths.  But  in  practice  the  accounts  were 
kept  in  ducats  and  grains  only.  The  coinage  was  entirely  duo- 
decimal. The  next  is  the  Russian  ruble  of  38tf.  both  nominally 
and  in  practice,  divided  into  100  copecks  :  but  the  copeck  is 
divided  into  halves  and  quarters 

Then  comes  the  Netherlands,  with  its  unit  of  2Qd.,  divided 
into  cents,  and  these  into  half  cents.  Then  the  French,  Swiss, 
Belgian,  Italian  and  Spanish  unit  of  Wd.,  nearly,  divided 
nominally  into  declines,  centimes,  and  rnilliemes  :  but  practically 
only  into  francs  and  cents.  Here  the  centime  is  a  coin  so  much 
below  all  ordinary  use  that  there  is  no  occasion  for  its  division  : 
and  whether  it  is  so  in  commercial  transactions  we  are  not  aware. 
The  Portuguese  unit  being  purely  imaginary  does  not  require 
division.  In  all  these  we  see  that  people  refuse  to  go  below  cents 
in  their  accounts  :  so  that  we  may  fairly  consider  them  as  the 
pivots  of  the  coinage  :  and  whenever  they  go  below  cents  in 
business,  they  reject  the  decimal  division,  and  adopt  a  binary  one. 
And  this  becomes  clearer  as  the  nominal  unit  becomes  larger.  We 
also  observe  that  the  large  size  of  the  American  unit  entirely 
prevents  the  use  of  decimals  in  business 

The  question  of  decimalising  the  coinage  and  accounts  of  this 
country  has  been  mooted  at  various  periods.  In  1816  a  Royal 
Commission  was  appointed  to  consider  the  possibility  of  establish- 
ing a  more  uniform  system  of  weights  and  measures.  They 
reported  that  the  existing  subdivision  of  weights  and  measures 
was  far  more  convenient  for  practical  purposes  than  the  decimal 
scale.  In  1824  Sir  John  (afterwards  Lord)  Wrottesley  brought 
forward  a  motion  in  the  House  of  Commons  for  inquiring  into- 
the  possibility  of  applying  the  decimal  system  to  the  coinage. 
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He  proposed   pounds,  double  shillings,  and    farthings    reduced 
4  per  cent.,  in  fact  what  is  now  known  as  the  pound  and  mil 
scheme.     The  motion  however  was  withdrawn  and  the  currencies 
of    England  and   Ireland   were   soon   after    assimilated.      The 
standards  of  weight  and  measure  were  lost  when  the  Houses  of 
Parliament  were  burnt  in   1834.     In   1838  a  Commission  was 
appointed  consisting  of  the  Astronomer  Royal  (Mr.  Airy),  the 
President  of  the  Royal  Society  (Mr.  Francis  Baily),  Mr.  J.  E. 
Drinkwater  Bethune,  Sir  J.  W.  F.   Herschel,  Sir  J.  G.  Shaw 
Lefevre,  Sir  J.  W.  Lubbock,    the  Very  Rev.  George  Peacock, 
Dean  of  Ely,  Lowndean  Professor  of  Astronomy,  and  the  Rev. 
R.  Sheepshanks,  all  men  distinguished  in  science,  but  not  one 
having    any    practical    knowledge    of    commerce.      The    Com- 
missioners reported  in  1841   strongly  recommending   the   deci- 
malisation of  the  coinage  on  the  system  proposed  by  Sir  John 
Wrottesley.      In    1843    a   second    Commission   was    appointed, 
containing    the    names   of   the    Astronomer    Royal,   Sir    John 
Herschel,  Sir  J.  G.  S.  Lefevre,  Sir  J.  W.  Lubbock,  the  Dean  of 
Ely,  and  Mr.  Sheepshanks,  members  of  the  former  Commission  : 
to  whom  were  added  the  Marquis  of  Northampton,  President  of 
the   Royal  Society,   the  Earl   of    Rosse,   Lord  Wrottesley,   and 
Professor  Miller.     The  report  of  this  Commission,  composed  like 
the  former  one  exclusively  of  men  of  science,  agreed  with  the 
former,  and  proposed  to  carry  out  its  recommendations 

In  1847  a  motion  was  made  by  Sir  John  Bowring  for  an 
address  to  the  Crown  in  favor  of  the  coinage  and  issue  of  silver 
pieces  of  the  value  of  l-10th  and  1-1 00th  of  the  pound  sterling, 
in  order  to  introduce  the  decimal  sub-divisions  of  the  coinage. 

o 

The  motion  was  withdrawn,  on  the  engagement  of  the  Chancellor 
of  the  Exchequer  that  pieces  of  the  value  of  the  tenth  of  the 
pound  should  be  coined.  This  was  done,  and  these  pieces  called 
florins  are  now  in  common  use 

On  the  26th  March,  1853,  the  Commissioners  of  1843  hearing 
that  a  coinage  of  copper  was  in  contemplation,  addressed  a  letter 
to  Mr.  Gladstone,  then  Chancellor  of  the  Exchequer,  urging  that 
this  copper  coinage  should  be  in  pieces  of  the  value  of  1-1 000th, 
2-1000ths,  and  4-1000ths  of  a  pound,  being  4  per  cent,  below 
the  present  penny,  half-penny  and  farthing,  with  a  view  to  the 
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introduction  of  the  decimal  system.  On  the  5th  April,  Mr. 
Gladstone  was  asked  whether  it  was  the  intention  of  the  Govern- 
ment to  carry  out  the  decimal  system,  by  coining  the  new  copper 
money  on  that  scale.  Mr.  Gladstone  replied  that  there  was  no 
intention  on  the  part  of  the  Government  to  make  any  change  in 
the  copper  coinage.  Nevertheless  considering  the  great  impor- 
tance of  the  subject,  they  would  support  the  motion  for  a 
Committee  by  one  of  the  Members.  Accordingly,  on  the  12th  of 
April,  on  the  motion  of  Mr.  "W.  Brown,  Member  for  South 
Lancashire,  a  Committee  was  appointed  to  consider  and  report 
upon  the  expediency,  or  otherwise,  of  adopting  a  decimal  system 
of  coinage 

This  Committee  examined  twenty-five  witnesses,  all  of  whom 
were  in  favor  of  a  decimal  coinage,  and  recommended  the  pound 
and  mil  scheme,  as  the  plan  of  the  former  Commisssion  was 
called,  with  the  exception  of  Mr.  Headlam,  M.P.  for  Newcastle, 
who  strongly  urged  the  expediency  of  making  the  \d.  the  basis 
of  the  coinage,  and  multiplying  from  that  unit.  This  would 
make  the  pound  sterling  equal  to  f  1  Os.  Wd.  The  Committee 
made  their  report  on  the  1st  of  August,  strongly  recommending 
the  adoption  of  the  pound  and  mil  scheme.  They  recommended 
the  withdrawal  of  the  half-crown,  the  3^.  and  ±d.  pieces,  and  the 
introduction  of  copper  coins  of  1,  2,  and  4  mils,  and  silver  coins 
of  10  and  20  mils 

The  report  of  the  Committee  excited  much  discussion  in  the 
newspapers  and  among  the  public,  and  was  followed  as  usual  by 
a  great  eruption  of  pamphlets.  But  a  most  extraordinary 
difference  of  opinion  soon  manifested  itself  among  the  zealous 
advocates  of  a  decimal  system.  No  less  than  eleven  different 
schemes  were  brought  forward,  and  urgently  pressed,  all  based 
upon  some  particular  coin  of  the  existing  moneys.  Most  of  them, 
too,  were  hostile  to  the  adoption  of  any  rival  scheme,  and 
preferred  to  maintain  the  existing  coinage  rather  than  have  any 
plan  but  their  own  adopted.  These  rival  schemes  introduced 
greater  complexity  into  the  question.  In  1855  the  House  of 
Commons  passed  a  resolution,  by  135  to  56,  in  favor  of  the 
further  extension  of  the  decimal  system.  But  before  finally 
deciding,  the  Government  referred  the  whole  matter  to  a 
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Commission,  composed  of  Lord  Monteagle,  Lord  Overstone,  and 
Mr.  J.  G.  Hubbard,  This  Commission  made  a  preliminary 

report  in  April,  1857,  signed  by  all  its  members.  They  examined 
a  number  of  witnesses,  who  were  adverse  to  the  pound  and  mil 
scheme  :  and  they  prepared  a  series  of  questions  to  be  addressed 
to  eminent  persons  who  lived  in  foreign  countries,  where  the 
decimal  system  was  already  in  use.  Moreover,  Lord  Overstone 
prepared  a  series  of  questions  framed  with  a  view  of  bringing 
into  notice  and  examination  some  of  the  advantages  of  the 
present  system  of  coinage  :  and  some  of  the  principal  difficulties 
and  objections  which  have  been  suggested  as  attending  the 
introduction  of  a  system  of  decimal  coinage  into  this  country 

The  evidence  given  before  this  Commission,  together  with  the 
experience  gathered  from  foreign  countries,  and  the  answers  to 
Lord  Overstone's  questions  may  be  said  to  have  completely 
changed  the  aspect  of  the  question,  and  to  have  conclusively 
settled  it  against  the  decimalisation  of  the  British  coinage. 
Lord  Monteagle  retired  from  the  Commission,  and  the  final 
report  was  delivered  on  the  5th  April,  1859,  signed  by  Lord 
Overstone  and  Mr.  Hubbard.  The  conclusions  which  they 
'jointly  arrived  at  were,  that  the  experience  of  foreign  countries, 
where  the  decimal  coinage  had  been  introduced,  was  full  of 
instruction  and  warning  to  us  :  but  the  circumstances  of  the 
country  were  so  different  that  no  safe  conclusion  could  be  drawn 
from  them.  That  commercial  men  as  well  as  others  were  greatly 
divided  upon  the  subject.  That  it  was  difficult  to  come  to  any 
useful  conclusion  in  the  abstract  as  to  the  merits  of  the  decimal 
system :  and  distinct  and  peculiar  difficulties  attended  each 
separate  form  proposed  for  adoption.  That  the  penny  scheme 
had  many  advantages  over  the  pound  and  mil  scheme : 
nevertheless,  that  the  state  of  public  feeling  would  not  allow 
the  pound  to  be  disturbed.  That  as  regarded  the  pound  and  mil 
scheme  there  appeared  to  be  an  advantage  in  calculations,  though 
the  extent  of  the  advantage  was  much  disputed.  That  with 
regard  to  the  reckonings  of  the  shop  and  the  market,  and  for 
mental  calculations  generally,  the  present  system  was  unquestion- 
ably the  best,  as  well  as  regarded  the  coins,  provided  by  the 
rival  schemes.  That  the  pound  and  mil  scheme  could  not  be 
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looked  upon  as  a  demonstrative  improvement,  but  rather  as  a 
doubtful  experiment,  attended  with  many  transitional  difficulties, 
partly  of  a  moral  character,  arising  from  the  difficulty  of 
changing  established  usages  and  habits,  and  partly  mechanical, 
arising  from  the  non-interchangeability  of  the  old  and  new  coins. 
The  advantages  of  decimal  accounts  might  be  attained  without 
disturbing  the  coinage  by  a  more  extensive  use  of  the  practice 
now  adopted  at  the  National  Debt  Office,  and  the  principal 
Assurance  Offices.  That  under  existing  circumstances  it  was 
not  desirable  to  disturb  established  habits  by  an  attempt  to 
introduce  any  new  principle  into  the  coinage  alone 

These  were  the  joint  resolutions  of  the  two  Commissioners. 
But  Lord  Overstone  prepared  a  draft  report  most  ably  and  fully 
discussing  the  evidence  obtained  by  the  Commissioners,  and 
weighing  the  alleged  advantages  and  disadvantages  of  each 
scheme  with  perfect  impartiality.  The  clear  and  convincing  way 
in  which  the  question  is  argued  in  all  its  different  bearings  may 
be  considered  to  have  finally  disposed  of  the  question  of  decima- 
lising the  British  Coinage :  and  this  report  should  be  carefully 
studied 
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CHAPTER  VII 
OX  BIMETALLSM 

1.  The  question  of  Bimetalism  is  only  part  of  the  general 
Theory  of  the  Coinage  contained  in  the  preceding  Chapter  :  but 
it  has  recently  acquired  so  much  importance  from  the  very  serious 
fall  in  the  value  of  silver,  entailing  the  severest  distress  on  the 
Government  of  India,  and  the  persistent  efforts  of  a  powerful 
party  to  promote  its  restoration,  that  it  deserves  the  prominence 
of  a  separate  chapter 

Most  persons  of  common  sense  had  supposed  that  after  this 
country  had  been  plagued  and  tormented  for  five  hundred  years 
with  the  futile  attempt  to  maintain  Bimetalism,  whereby  all 
commerce  had  been  thrown  into  confusion,  and  it  had  been 
finally  abandoned  as  hopeless — after  Oresme  and  Copernicus  had 
-shown  that  its  fundamental  principle  is  erroneous — after  Sir 
Thomas  Gresham  had  explained  to  Queen  Elizabeth  that  it  threw 
the  whole  system  of  Coinage  into  confusion — after  Locke,  Petty, 
Harris  and  all  the  ablest  writers  on  Money  had  shown  that  a 
single  metal  only  should  be  adopted  as  the  standard  of  the 
Coinage — after  Newton  had  shown  that  a  difference  between  the 
legal  ratio  of  the  coins  and  the  market  value  of  Bullion  had 
caused  the  underrated  Coin  to  disappear  from  circulation  and  the 
overrated  Coin  only  to  remain — after  Lord  Liverpool's  masterly 
and  unanswerable  Treatise  on  the  subject  had  shown  that  Locke's 
doctrine  was  the  true  one — after  the  Government  of  India  had 
fully  considered  the  question,  and  in  a  well  considered  and 
elaborate  State  Paper  had  utterly  condemned  Bimetalism  with  the 
most  weighty  and  unanswerable  arguments— after  the  British 
Government  in  1816,  being  perfectly  well  informed  on  the 
question  in  all  its  bearings  had  established  Gold  Monometalism 
in  England,  and  instituted  the  most  perfect  system  of  Coinage 
ever  devised  by  the  ingenuity  of  man — after  a  debate  on 
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Bimetalism  in  the  House  of  Commons  in  which  Mr.  Herries,  the 
Master  of  the  Mint,  Mr.  Huskisson,  and  Sir  Robert  Peel,  the 
ablest  financiers  of  the  day,  who  were  thoroughly  well  acquainted 
with  the  facts  and  reasonings  upon  which  our  present  system  of 
Coinage  was  founded,  had  pointed  out  that  an  attempt  to  restore 
Bimetalism,  when  the  value  of  silver  had  only  fallen  five  per 
cent.,  would  bring  about  a  national  bankruptcy  in  twenty-four 
hours,  and  the  motion  was  negatived  without  a  division — after 
every  Government  in  Europe  in  tardy  recognition  of  the  true 
principles  of  Economics  as  proved  by  the  experience  of  ages  and 
the  unanswerable  arguments  of  Oresme,  Copernicus,  Gresham, 
Locke,  Lord  Liverpool  and  others,  have  one  after  another  repudiated 
Bimetalism  and  adopted  a  single  standard — the  question  had 
been  finally  settled  and  that  it  was  proved  to  demonstration  that 
Bimetalism  is  nothing  but  an  exploded  fallacy,  utterly  impracti- 
cable from  the  very  nature  of  things 

Nevertheless  it  is  not  so.  The  undeniable  disturbances  of 
commerce  caused  by  the  very  serious  fall  in  the  value  of  silver  in 
recent  years,  which  we  are  by  no  means  assured  has  yet  reached 
its  limit,  has  re-opened  the  whole  question,  and  the  world,  and 
especially  this  country,  is  now  being  flooded  with  torrents  of 
declamation  to  restore  what  has  been  proved  by  the  experience 
of  ages  in  every  country  to  be  absolutely  impossible 

We  are  not  concerned  here  to  state  the  causes  which  have 
produced  the  remarkable  change  in  the  relative  value  of  gold 
and  silver,  the  most  serious  and  sudden  which  has  ever  taken 
place,  as  its  causes  are  perfectly  well  known  :  we  are  only  con- 
cerned with  the  remedy  proposed  by  a  numerous  set  of  persons 

Sole  Point  at  Issue 

2.  Notwithstanding  the  torrents  of  speaking  and  writing 
which  have  been  poured  forth  on  the  subject,  the  whole  question 
is  reducible  to  a  single  simple  issue — 

Suppose  that  Governments  issue  Gold  Coin  and  Silver  Coin 
in  unlimited  quantities,  and  endeavor  to  establish  a  fixed  ratio 
between  them  by  law — 

(1)  Is  it  the  legal  ratio  fixed  between  the  Coins  which 
governs  the  value  of  the  metals  in  Bullion  in  the  market  ? 
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(2)  Or  is  it  the  market  value  of  the  metals  in  Bullion  which 
governs  the  value  of  the  coins  ? 

(;})  And  if  each  Government  separately  cannot,  under  such 
circumstances,  maintain  unlimited  quantities  of  Coin  in  circula- 
tion at  a  fixed  ratio — can  all  the  Governments  in  the  world 
maintain  unlimited  quantities  of  Coin  in  circulation  if  they 
agree  to  enact  a  uniform  ratio  ? 

The  Bimetalists  maintain  the  first  of  these  propositions — 
the  Monometalists  maintain  the  second.  To  the  third  proposi- 
tion the  Bimetalists  reply  in  the  affirmative :  the  Monometalists 
reply  in  the  negative 

Our  business  is  to  investigate  which  of  the  parties  is  right  in 
their  contention 

As  the  representative  of  the  Bimetalists  we  may  cite  Senator 
Stewart,  of  Nevada,  who  says  that  "  the  free  and  unlimited 
coinage  of  both  Gold  and  Silver  has  always  maintained  the  parity 
of  two  metals  at  the  ratio  established  by  law  " 

The  reckless  audacity  of  such  a  statement  is  enough  to  take 
away  one's  breath  :  because  the  experience  of  centuries  in  every 
country  in  Europe,  and  the  rudimentary  Laws  of  Economics 
show  that  it  is  the  exact  reverse  of  this  statement  which  is  the 
truth 

Oresme  and  Copernicus  on  Money 

3.  The  Theory  of  Money  was  the  first  great  department  of 
Economics  which  was  established  in  modern  times  on  solid  founda- 
tions by  Nicolas  Oresme,  councillor  to  Charles  Y.  of  France, 
and  Bishop  of  Lisieux,  and  Copernicus 

It  has  been  shown  in  the  preceding  chapter  that  the  Sovereign 
can  only  fix  the  weight,  tke  purity,  and  the  denomination  of  the 
Coin  :  but  cannot  fix  its  Value,  i.e.,  its  power  of  purchasing  or 
exchanging  with  other  commodities :  and  that  when  traders  sell 
their  goods  for  coin  they  do  so  for  a  certain  quantity  of  Bullion, 
no  matter  into  how  many  pieces  it  may  be  divided.  So  that  if 
Sovereigns  diminish  the  weight  of  their  coin,  or  debase  its  purity, 
traders  invariably  raise  the  price  of  their  goods  so  as  to  secure  a 
certain  amount  of  pure  Bullion.  Coins  are  nothing  but  pieces  of 
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stamped  Bullion,  and  their  value  can  by  no  possibility  differ 
from  the  value  of  Bullion  by  more  than  the  cost  of  changing  the 
metal  from  the  form  of  Bullion  to  that  of  Coin  :  they  are  nothing 
but  commodities  which  simply  follow  the  value  of  Bullion 

Bimetalism  in  France 

4.  Charlemagne  established  the  system  of  Coinage  which 
was  adopted  throughout  Western  Europe.  He  enacted  that  the 
pound  weight  of  Silver  should  be  the  standard,  and  divided  it 
into  20  solidi,  or  shillings,  and  each  solidus  into  12  denarii,  or 
pennies.  Hence  20  solidi  were  called  a  Pound,  no  matter  what 
the  weight  of  each  solidus  was.  But  the  solidus  was  merely  money 
of  account  :  the  only  actual  coin  was  the  denarius,  or  penny 

The  Kings  of  France  maintained  the  purity  and  weight  of 
the  Coinage  till  1108,  when  Louis  VI.  issued  a  very  debased 
Coinage,  half  copper  and  half  silver  :  which  made  such  terrible 
confusion  that  he  was  obliged  to  promise  that  he  would  not 
debase  it  any  further 

Louis  VI.  issued  a  Gold  coinage  called  the  franc  d'or  in  1113. 
The  pound  weight  of  gold  was  cut  into  20  of  these  pieces,  which 
was  its  Mint  Price  :  and  as  the  Mint  Price  of  Silver  then  was 
£2,  it  follows  that  the  ratio  of  Silver  to  Gold  was  then  1  to  10. 
The  franc  d'or  continued  at  that  weight  till  1305,  when  the  Mint 
Price  of  gold  was  raised  to  £44,  and  after  that  the  changes  both 
of  Gold  and  Silver  were  so  frequent  till  1726,  that  it  is  impossible 
to  give  them  here  at  full  length  :  but  we  have  done  so  elsewhere.1 

St.  Louis  (1226)  restored  the  Coinage  to  a  certain  degree  of 
purity  and  fixity  of  weight,  and  when  the  following  kings  pro- 
duced the  greatest  misery  and  confusion  by  debasing  their  money 
it  was  always  the  standard  of  St.  Louis  that  was  demanded.  But 
they  never  could  refrain  from  debasing  their  coin,  under  the 
delusion  that  their  fiat  could  make  debased  coin  have  the  same 
value  as  good  coin.  Philip  le  Bel  (1285)  had  the  honor  of  being 
singled  out  by  Dante  as  a  false  coiner — 

"  Li  si  vedra  il  duol  che  sopra  Senna 
Induce,  falseggiando  la  moneta  " 

1  Dictionary  of  Political  Economy.    Art.  Coinage  of  Fi-ance,  p.  509 
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"  There  shall  be  seen  the  woe  that  he  shall  pour 
Along  the  Seine  by  uttering  coin  debased  " 

And  so  subsequent  kings  continued  to  do,  causing  terrible 
distress  and  seditions,  ruining  the  merchants  and  driving  away 
trade  from  the  country.  Not  only  did  the  kings  debase  the 
coinage  ad  libitum,  but  they  repeatedly  changed  the  Mint  Price 
of  Gold  and  Silver.  In  twelve  years  from  1346  to  1357  the  Mint 
Price  of  the  gold  florin  was  changed  118  times 

Charles  V.  (1364)  from  his  experience  as  Dauphin  during  the 
disastrous  wars  and  captivity  of  his  father,  had  learnt  that  the 
debasement  of  the  coinage  had  greatly  impoverished  France,  and 
had  contributed  to  the  political  troubles  which  had  so  cruelly  torn 
the  country.  The  wise  king  having  greatly  at  heart  to  repair  the 
evils,  and  restore  his  country  to  its  ancient  grandeur,  paid  the 
greatest  attention  to  the  state  of  the  Coinage.  He  referred  the 
matter  to  one  of  his  councillors,  Nicolas  Oresme,  afterwards 
Bishop  of  Lisieux,  who  wrote  a  Treatise  on  the  Coinage,  which 
may  justly  be  said  to  stand  at  the  head  of  modern  Economic 
literature.  This  contains  a  masterly  account  of  the  true  functions 
of  Money,  and  condemns  in  the  most  energetic  language  all 
changes  in  the  weight,  rating,  and  the  purity  of  the  Coinage 

After  his  reign,  however,  these  evil  practices  were  resumed, 
and  continued  to  flourish  in  all  countries  in  Europe  :  they  were 
carried  to  less  extremes  in  England  than  in  any  other  country. 
They  were  called  morbus  numericm.  They  prevailed  in  Poland 
as  well  as  in  other  countries.  At  the  request  of  Sigismuud  I., 
Copernicus  drew  up,  in  1526,  a  Treatise  on  Money,  which  has 
recently  been  discovered  and  printed  in  the  new  edition  of  his 
works.  The  doctrines  of  Oresme  and  Copernicus  have  been 
repeated  by  numerous  Economists  since,  and  are  now  accepted  by 
all  sound  Economists  :  so  that  it  may  be  said  that  the  Theory  of 
the  Coinage  was  the  first  great  branch  of  Economics  which  was 
firmly  established  in  modern  times 

As  this  noble  Treatise  is  the  ablest  Economical  work  which 
appeared  in  Europe  for  centuries,  and  is  the  foundation  of  the 
true  Theory  of  Money,  and  moreover  is  very  little  known,  we  may 
give  a  brief  analysis  of  it 

Nicolas  Oresme,  one  of  the  most  distinguished   men  whom 
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France  produced  in  the  fourteenth  century,  was  a  native  of 
Normandy,  born  either  at  Caen  or  Bayeux.  He  was  educated  afc 
the  College  de  Navarre,  and  in  1355  was  elected  its  Grand 
Maitre.  He  was  appointed  Count  Bishop  of  Lisieux  in  1377, 
and  died  in  1383 

He  was  appointed  by  Charles  V.,  justly  surnamed  the  Wise, 
one  of  his  Councillors.  Charles  Y.  was  profoundly  impressed, 
when  Dauphin  and  Regent  during  the  captivity  of  his  father, 
with  the  frightful  evils  inflicted  on  his  unhappy  country  by  the 
degraded  and  debased  state  of  the  Coinage,  and  referred  the 
matter  to  Nicolas  Oresme,  who,  in  answer  to  the  appeal  of  his 
sovereign,  produced  his  great  Traictie  de  la  premiere  Invention  des 
Monnaies,  in  26  chapters1 

Oresme  begins  by  explaining  the  nature  and  uses  of  money. 
He  shows  that  nations  at  first  used  to  barter  their  products 
directly  with  each  other.  But  as  great  inconveniences  and 
quarrels  arose  from  this,  money  was  invented  to  serve  as  a  medium 
to  facilitate  the  exchanges  of  products.  He  shows  that  gold  and 
silver  were  selected  for  this  purpose  from  the  natural  qualities 
they  possess.  At  first  gold  and  silver  were  exchanged  by  weight 
without  any  stamp,  but  it  was  afterwards  found  more  convenient 
to  cut  the  metal  into  pieces  of  a  definite  weight  and  fineness,  and 
to  impress  them  with  a  stamp  to  certify  to  the  public  that 
they  were  of  this  fixed  weight  and  fineness.  As  these  pieces 
of  metal,  called  coins,  were  for  the  use  of  the  public,  private 
persons  were  not  allowed  to  stamp  them  :  but  this  was 
reserved  for  the  public  authority,  and  therefore  such  coins  could 
only  be  issued  by  the  Prince,  who  should  forbid  any  private 
person  to  do  so  under  pain  of  death.  But  though  the  Prince 
should  coin  and  issue  this  money,  it  did  not  belong  to  him  as  Ms- 
private  property,  but  to  the  whole  community.  And  as  the 
money  belongs  to  the  whole  community  it  ought  to  be  struck  and 
issued  at  the  public  expense,  with  a  small  charge  for  seignorage. 
Nor  should  any  change  be  made  in  the  weight,  fineness,  or 
denomination  of  the  coinage 

At  this  period  and  for  centuries  afterwards,  Coins  were  issued 

i  It  was  republished  ly  MM.  Guillaumin  et  Cie.,  along  icitJi  the  Treatise  of 
Copernicus.  Paris,  1864 
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at  a  fixed  legal  ratio  to  each  other,  which  at  the  present  day  is 
called  Bimetalism.  Oresme  did  not  then  perceive  the  impossi- 
bility of  maintaining  such  a  system.  But  he  showed  that  such  a 
ratio  ought  to  be  fixed  strictly  according  to  the  natural,  or  market, 
value  of  gold  and  silver  :  and  the  ratio  should  not  be  changed 
except  in  consequence  of  a  change  in  the  market  value  of  the 
metals.  But  this  change  must  not  be  made  by  the  arbitrary  will 
of  the  Prince  :  because  if  he  had  the  right  to  bestow  an  arbitrary 
price  or  value  on  money  he  might  as  well  claim  to  fix  the  price  or 
value  of  all  the  products  in  the  kingdom :  which  would  be  an 
intolerable  tyranny,  and  subject  to  the  maledictions  quoted  by  our 
Lord  from  Isaiah  on  those  who  make  unjust  laws 

Thus  we  see  that  Oresme  expressly  lays  down  that  the  legal 
ratio  of  the  Coins  must  be  adjusted  to  the  natural,  or  market, 
value  of  the  metals,  and  he  never  conceived  such  a  fatuous  idea  as 
that  fixing  the  ratio  of  the  coins  could  regulate  or  govern  the 
market  value  of  the  metals,  as  so  many  persons  maintain  at  the 
present  day 

Oresme  then  inveighs  against  changing  the  denomination  of 
the  Coins,  which  he  says  is  just  the  same  thing  as  changing  their 
^atio:  and  he  says  it  would  be  a  great  scandal  and  falsity  to  call  a 
thing  a  pound  which  is  not  a  pound 

To  alter  the  weight  of  the  coin  is  utterly  unjust  and  dis- 
graceful to  the  Prince,  because  his  image  is  impressed  upon  it 
expressly  to  certify  its  weight  and  fineness,  and  if  it  does  not 
correspond  to  the  reality  it  is  a  base  falsity  and  a  fraudulent 
cheat.  Measures  of  corn,  wine,  and  other  things  are  sealed  witli 
the  public  seal  of  the  Prince,  and  if  any  fraud  is  committed  in 
these  it  is  held  to  be  infamous :  similarly  the  stamp  impressed  on 
the  coin  certifies  the  truth  of  its  measure,  weight,  and  purity,  who 
then  can  sufficiently  express  how  detestable  it  is  in  a  Prince  to 
diminish  the  weight  of  the  coin  ?  Such  a  thing  is  condemned  in 
numerous  places  by  our  Lord,  and  in  Deuteronomy  such  things 
are  said  to  be  held  in  abomination  by  God 

To  debase  the  Coin  is  equally  wicked  as  to  diminish  its  weight, 
for  it  falsifies  the  stamp,  which  thus  becomes  a  liar  and  commits 
perjury,  and  bears  false  testimony.  And  this  falsification  is  even 
worse  than  diminishing  the  weight,  because  it  is  less  easily  detected 

VOL.  II.,  PART  1  E 
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by  the  people,  and  can  injure  them  still  more.  The  sole  purpose 
which  a  Prince  can  have  in  changing  the  weight,  purity,  or 
denomination  of  the  coin  is  his  own  private  profit.  But  all  such 
gain  is  evil  and  unjust,  and  is  fraud  and  falsity,  and  against 
nature.  It  is  even  worse  than  usury,  which  was  then  held  to  be  a 
theological  sin  of  the  first  magnitude 

Moreover,  in  consequence  of  these  changes  and  debasements  of 
the  coin,  gold  and  silver  diminish  in  the  Kingdom,  and  nothing 
can  prevent  them  from  being  exported  to  other  places  where 
they  have  a  higher  value.  So  also  by  changes  and  debasements  of 
the  money  foreign  merchants  cease  to  bring  their  goods  into  the 
country,  for  what  chiefly  induces  a  merchant  to  import  his  wealth 
into  a  country  is  good  and  certain  money.  Such  tamperings 
with  the  money  throw  all  commerce  into  confusion,  and  destroy 
all  confidence 

Such  is  a  sufficient  account  of  Oresme's  argument  ;  for  it  at 
once  contradicts  the  assertions  of  the  Bimetalists,  and  expressly 
says  that  any  change  in  the  legal  ratio  of  the  coins  must  follow 
the  changes  in  the  market  value  of  the  metals.  He  gives  no 
countenance  to  the  idea  that  a  fixed  legal  ratio  between  the  coins 
can  control  the  market  value  of  the  metals.  Moreover,  he 
anticipated  by  200  years  what  we  have  designated  as  the  Law 
of  Gresham,  that  the  degradation  and  debasement  of  the  coin 
causes  gold  and  silver  to  disappear  from  circulation.  But  he  did 
not  anticipate  the  doctrine  of  Locke,  that  money  of  a  single  metal 
should  be  adopted  as  the  standard,  and  that  all  others  should  be 
made  subsidiary 

The  treatise  of  Oresme  was  written  a  hundred  years  before 
printing  became  general,  and  was  merely  drawn  up  for  the  con- 
sideration of  Charles  the  Wise,  and  consequently  did  not  get 
into  general  circulation  and  become  known.  It  was  not  known 
to  Copernicus  when  the  same  problem  was  submitted  to  him. 
But  Copernicus  developes  exactly  the  same  principles,  which  it  is 
not  necessary  to  set  forth  at  so  great  a  length 

Copernicus  on  Money 

Nicolas  Copernicus,  the  founder  of  modern  astronomy,  and 
one  of  the  founders  of  a  most  important  branch  of  Economics 
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was  born  at  Thorn, in  Polish  Prussia,  in  1473.  He  early  acquired 
great  distinction  in  Mathematics,  which  he  studied  under  the 
most  distinguished  Professors  of  the  day.  He  was  appointed  a 
Canon  of  Frauenberg  about  1500 

In  1522  Copernicus  came  under  the  notice  of  Sigismuud  I., 
King  of  Poland,  of  which  Prussia  then  formed  a  part,  by  being 
sent  to  the  Prussian  States  to  seek  redress  for  an  injury  which 
the  Grands  Maitres  of  the  Teutonic  Order  had  done  to  the  Chapter 
of  Warmie,  of  which  he  was  a  member,  as  Canon  of  Frauenberg. 
Besides  that,  ever  since  the  peace  of  Thorn  in  1466,  the  Grands 
Maltres  had  inflicted  the  greatest  injury  on  the  public  by  debasing 
their  money.  The  cities  of  Thorn,  D'Elbing  and  Dantzig, 
imitated  their  example,  and  outvied  each  other  in  similar  practices. 

Sigismund  wished  to  put  an  end  to  this  disorder,  and  to 
assimilate  the  money  of  Prussia  with  that  of  the  rest  of  Poland. 
Sigismund  found  a  zealous  supporter  in  Copernicus,  who  knew 
that  the  debased  money  had  driven  out  the  good  money,  which 
was  either  melted  down  or  exported 

Albert  of  Brandenberg  had  coined  money  with  only  1  part 
pure  silver  and  11  parts  of  alloy  :  whereas  the  former  proportion 
vhad  been  9  parts  fine  and  3  parts  alloy 

Copernicus  used  all  his  efforts  to  have  the  Prussian  money 
restored  to  its  proper  weight  and  purity  ;  but  he  only  excited 
against  himself  the  hostility  of  the  representatives  of  Thorn, 
d'Elbing  and  Dantzig,  who  claimed  the  right  to  debase  their 
money 

At  the  request  of  Sigismund  Copernicus  drew  up  this  masterly 
Treatise,  entitled  Monetce  cudendca  ratio,  in  1526,  and  Sigismund 
carried  out  its  recommendations  in  1528 

This  Treatise  in  the  handwriting  of  Copernicus  is  preserved 
in  the  archives  of  Koenigsberg.  It  was  discovered  in  1815  by 
Severin  Vater,  Professor  of  Koenigsberg,  bound  up  in  a  volume 
with  several  treatises  on  Prussian  money.  It  was  published  in 
the  Pamietnik  Warszawski  (Memorial  of  Warsaw)  in  the  number 
for  August,  1816  :  and  it  has  been  included  in  the  magnificent 
edition  of  the  works  of  Copernicus  published  at  Warsaw  in  1854. 

Although  Copernicus  had  no  knowledge  of  the  treatise  of 
Oresme,  written  160  years  before  his  own,  it  will  be  seen  that  the 
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doctrines  maintained  in  it  are  identical  in  every  particular  with 
those  of  Oresme :  and  thus  Oresine  and  Copernicus — liicida 
sidcra — are  the  Castor  and  Pollux  of  Monetary  Science 

Copernicus  says  that  the  four  principal  causes  of  the  decadence 
of  States  are  civil  discord,  pestilence,  the  barrenness  of  the  land, 
and  the  debasement  of  the  Coin 

Gold  or  Silver  impressed  with  a  stamp  are  the  common 
measure  of  value  :  but  this  measure  ought  always  to  be  fixed  by 
established  law  :  otherwise  it  brings  disorder  into  the  State  :  just 
as  if  the  measures  of  length,  capacity,  and  weight  were  not  fixed 
quantities 

This  estimation  is  based  on  the  purity  of  the  metal,  but  its 
value  must  be  distinguished  from  its  estimation 

The  use  of  money  arises  from  necessity.  Exchanges  might 
be  effected  by  weighing  out  the  gold  or  silver  :  as  these  metals 
by  universal  consent  are  articles  of  value :  but  it  would  be  very 
inconvenient  to  carry  scales  and  weights  about  with  one,  and  all 
persons  are  not  able  to  perceive  the  purity  of  the  gold  and  silver. 
So  it  is  universally  agreed  to  stamp  the  pieces  by  authority,  to 
certify  that  they  contain  the  proper  quantity  of  gold  and  silver 

It  is  usual  to  alloy  the  money  with  copper,  because  it  is  less 
liable  to  be  hoarded  and  melted  down,  than  if  it  was  of  pure 
metal  :  it  makes  the  coins  of  a  more  convenient  size  and  more 
durable 

The  money  is  in  its  best  condition  when  it  contains  slightly 
less  gold  or  silver  than  it  is  purchased  for,  in  order  to  defray  the 
expense  of  coining- 
Copernicus  then  describes  the  causes  of  the  loss  of  value  in 
money.  It  is  not  proper  to  introduce  new  and  good  money  while 
the  old  is  degraded  and  continues  to  circulate  :  and  it  is  still 
worse  to  issue  a  new  money  still  more  inferior.  This  not  only 
diminishes  the  value  of  the  old  money,  but  quickly  drives  it  out  of 
circulation 

Copernicus  then  gives  details  of  the  Prussian  money,  and 
shows  the  consequences  which  the  debasement  of  the  coin  had 
produced.  He  says  that  the  money  was  being  continually 
degraded,  and  it  also  degraded  the  existing  money.  The  result 
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will  be  that  all  Gold  and  Silver  will  leave  the  country,  uud 
nothing  but  copper  will  remain :  which  will  arrest  the  import  of 
foreign  merchandise,  and  ruin  all  commerce.  What  foreign 
merchant  would  exchange  his  wares  for  copper  money  ?  and 
which  of  us  could  buy  foreign  goods  with  such  money  ?  So  long 
as  the  Prussian  money  is  so  degraded  only  the  goldsmiths  and 
bullion  dealers  can  profit  by  it.  They  cull  out  the  pieces  of  the  old 
money,  which  they  melt  down  and  sell  the  silver.  When  the  old 
coin  has  nearly  disappeared,  they  pick  out  the  best  of  what 
remains,  leaving  nothing  in  circulation  but  the  worst  coin.  Then 
comes  the  universal  cry  that  gold  and  silver,  corn,  and  all  other 
provisions,  the  work  of  artisans,  and  all  other  things  which  are  in 
daily  demand  by  men  have  risen  in  price.  Our  indolence  only 
prevents  us  from  seeing  that  this  rise  in  the  price  of  everything 
only  proceeds  from  the  debasement  of  the  money.  In  fact  their 
price  increases  and  diminishes  in  proportion  as  the  money  which 
we  estimate,  not  in  brass  or  copper,  but  in  gold  and  silver,  is 
deteriorated  or  reformed :  because  gold  and  silver  constitute  the 
basis  of  money,  and  determine  its  value 

It  may  be  said  that  base  money  is  more  convenient  for  the 
purposes  of  life :  it  aids  poverty  :  it  lowers  the  price  of  corn  : 
and  facilitates  the  acquisition  of  other  necessaries :  good  money 
on  the  contrary  makes  everything  dearer  :  but  good  money  makes 
every  thing  dearer  for  farmers,  and  all  those  who  have  to  make 
fixed  payments.  This  idea  wrill  please  those  who  are  deprived 
of  the  right  to  coin  money.  Perhaps  also  it  will  please  merchants 
and  artisans,  who  incur  no  loss  in  selling  their  goods  and  their 
products,  no  matter  what  is  the  price  of  gold.  For  the  more  the 
money  is  debased,  the  more  they  charge  for  their  goods  and 
labor.  But  in  regard  to  the  public  utility,  they  cannot  deny  that 
good  money  is  advantageous,  not  only  to  the  State,  but  to  them- 
selves, and  to  all  conditions  of  men  ;  and  that  debased  money  is 
most  injurious.  In  fact,  we  see  that  those  States  which  possess 
good  money  nourish,  whereas  those  which  have  debased  money 
decay  and  perish.  While  Prussia  had  good  money  it  flourished, 
but  the  increasing  debasement  of  the  coin  has,  with  other  calami- 
ties, nearly  brought  it  to  ruin 

If  it  is  intended  to  remedy  the   evils  to  Prussia  by  restoring 
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the  money,  it  is  necessary  to  put  down  the  confusion  which  arises 
from  the  multiplicity  of  mints.  That  prevents  equality  of  value  : 
and  it  is  more  difficult  to  keep  a  number  of  mints  to  their  duty 
than  one.  And  the  money  must  be  coined  in  conformity  to  fixed 
law.  Princes  have  no  right  to  derive  any  profit  from  their 
coinage  :  they  must  only  add  sufficient  alloy  to  defray  the  cost  of 
mintage  :  that  it  may  make  the  coin  slightly  more  valuable  than 
bullion,  and  take  away  the  temptation  of  melting  it  down 

Besides  this,  in  order  not  to  fall  into  the  confusion  which 
arises  from  allowing  the  new  money  to  circulate  together,  it  is 
necessary  as  soon  as  the  new  money  is  issued  to  demonetise  the 
old,  and  totally  to  forbid  its  use,  after  exchanging  it  at  the  mints 
at  its  market  value.  Otherwise  it  is  useless  to  attempt  to  issue 
good  money.  The  co-existence  of  the  two  moneys  would  destroy 
all  the  advantage  of  the  new,  and  we  should  still  have  all  our 
present  confusion.  It  would  cause  inextricable  confusion  to  have 
the  two  moneys  circulating  together.  It  is  necessary,  therefore, 
when  new  money  is  issued  entirely  to  demonetise  the  old 

It  has  been  said  that  gold  and  silver  are  the  basis  which 
determines  the  value  of  the  money.  The  remarks  made  respect- 
ing the  silver  money  also  apply  to  gold.  It  remains  to  explain 
the  mode  by  which  the  relation  of  gold  and  silver  money  is 
determined.  It  is  first  necessary  to  ascertain  the  relation  between 
pure  gold  and  pure  silver.  Because  the  same  ratio  exists  between 
gold  and  silver  ivlien  pure  as  ivlien  coined.  The  same  ratio  exists 
between  gold  in  bullion  and  gold  in  coin  as  between  silver  in 
bullion  and  silver  in  coin,  provided  they  are  of  the  same  purity 
and  the  same  weight.  And  the  coins  must  have  the  same  ratio  to 
each  other  as  the  metals  have  as  bullion.  Copernicus  then  gives 
some  details  of  the  relative  purity  of  certain  moneys.  He  says 
that  at  that  time  in  all  countries  one  pound  of  pure  gold  was 
worth  twelve  pounds  of  pure  silver 

Copernicus  wrote  his  treatise  entirely  without  the  knowledge 
of  the  preceding  one  of  Oresme.  But  the  doctrines  maintained 
by  these  two  great  writers  are  absolutely  identical.  They  are — 

1 .  That  it  is  impossible  for  the  Prince,  or  the  Law,  to  regulate 
the  value  of  the  Coins  ;  or  of  any  other  article 
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2.  That  all  that  the  Prince  or  the  Law  can  do  is  to  maintain 
the  Coinage  at  a  fixed  denomination,  weight,  and  purity 

3.  That  it  is  robbery  for  the  Prince  to  change  the  denomi- 
nation, diminish   the    weight,  or   to   debase  the   purity  of   the 
Coinage 

4.  That  it  is  impossible  for  good  full  weighted  Coin,  and 
for  degraded  and  debased  Coin  to  circulate  together  :  but  that  all 
the  good  Coin  is  hoarded,  melted  down,  or  exported  :    and  the 
degraded  and  debased  Coin  alone  remains  in  circulation 

Thus  these  great  writers  fully  recognised  and  anticipated 
what  we  have  termed  the  Law  of  Gresham 

5.  That  the  Coins  of  Gold  and  Silver  must  bear  the  same 
ratio  to  each  other  as  the  metals  in  bullion  do  in  the  market : 
and  that  this  ratio  must  never  be  changed  except  in  consequence 
of  a  change  in  the  market  ratio  of  the  metals.     They  quite  per- 
ceived the  impossibility  of  keeping  Gold  and  Silver  Coins  in 
circulation    together    in    unlimited    quantities,  at  a  legal   ratio 
differing  from  the  market  ratio  of  the  metals 

Thus  the  doctrines  laid  down  by  Oresme  and  Copernicus  are 
in  diametrical  contradiction  to  the  allegations  of  the  Bimetalists 
of  the  present  day 

Tt  was  left  to  the  genius  of  Petty  and  Locke  to  discover  that 
the  true  remedy  for  the  perpetual  confusion  caused  by  attempting 
to  keep  Gold  and  Silver  Coins  in  unlimited  quantities  in  circula- 
tion together  at  a  legal  ratio  differing  from  the  market  ratio  was 
to  adopt  one  metal  only  as  the  standard,  and  to  make  Coins  of 
any  other  metals  subsidiary  to  it 

The  sage  counsels  of  Oresme  were  utterly  disregarded  by 
monarchs  subsequent-  to  Charles  the  Wise.  They  persisted  in 
their  old  courses  of  degrading  and  debasing  the  Coins,  and  making 
perpetual  changes  in  their  Mint  Prices,  i.e.,  in  the  number  of  the 
Coins  which  they  struck  out  of  the  marcs  of  Gold  and  Silver. 
Moreover,  they  changed  the  rating  of  these  Coins  to  each  other  as 
often  as  they  pleased.  When  they  had  debts  to  pay  they  cried 
the  Coin  up,  when  they  had  debts  to  receive  they  cried  the  Coin 
down.  In  our  present  space  we  have  no  room  to  enter  into  more 
details  :  but  we  have  given  them  elsewhere.1  These  miserable 

1  Dictionary  of  Political  Economy.    Art.  Coinage  of  France. 
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practices  were  at  last  put  a  stop  to  in  1726  :  and  no  further 
changes  were  made  in  the  Mint  Price  of  the  Coins  till  1793,  when 
the  decimal  system  was  adopted.  But  between  1113  and  1726 
there  were  146  changes  in  the  Mint  Price  of  the  marc  of  Gold, 
and  251  changes  in  the  Mint  Price  of  the  marc  of  Silver.  Such 
is  the  picture  of  Bimetalism  in  France  during  613  years 

At  last,  however,  in  1726,  the  Mint  Price  of  the  marc  of  Gold 
was  fixed  at  £740  9s.  Id.,  and  the  Mint  Price  of  the  marc  of 
Silver  at  £51  3s.  3d.  :  and  the  Ratio  of  Gold  to  Silver  was  fixed 
at  1  to  14^.  But  in  this  ratio  the  value  of  Silver  was  fixed  too 
high,  and  the  Law  pointed  out  by  Oresme,  Copernicus  and 
Gresham  took  effect,  the  Gold  was  exported  and  Silver  became 
the  usual  standard  of  France.  In  1803  the  ratio  was  changed 
1  to  15^,  at  which  it  nominally  continues  to  the  present  day 

The  period  between  1803  and  1873  is  cited  by  Bimetalists  as 
the  golden  age  of  Bimetalism.  But  if  they  imagine  that  there 
was  during  that  period  a  general  circulation  of  Gold  and  Silver 
Coins  in  unlimited  quantities,  they  are  under  a  woful  delusion 

The  French  liberating  armies  pillaged  not  only  all  the  Sanc- 
tuaries in  France  of  their  vast  masses  of  silver  plate,  but  also  all 
the  treasuries  and  sanctuaries  of  the  countries  they  came  to 
liberate.  Immense  quantities  of  silver  plate  were  sent  to  the 
Mint  to  be  coined  :  the  consequence  was  that  while  the  legal  ratio 
of  silver  to  gold  was  15 J  to  1,  the  market  ratio  became  17  to  1. 
No  gold  coin,  therefore,  got  into  general  circulation.  During  the 
period  from  1803  to  1820  there  was  for  11  years  a  premium  on 
gold,  sometimes  as  much  as  3  per  cent.,  which  of  course  prevented 
gold  coming  into  general  circulation.  But  after  1820  the  pre- 
mium on  gold  rose  very  considerably,  and  between  1820  and  1847 
it  was  usually  on  an  average  about  8  or  10  francs  per  mille,  but 
in  many  years  18,  19,  20,  and  21  francs,  which  of  course  utterly 
precluded  any  gold  getting  into  circulation.  I  myself  can  testify 
that  in  1839  there  was  not  to  be  seen  a  gold  coin  in  France  in 
common  use 

But  in  1851  a  great  change  took  place.  The  gold  discoveries 
in  California  and  Australia  caused  floods  of  gold  to  be  imported 
into  Europe,  and  in  1851  silver  rose  to  a  premium  :  then  the 
money  in  common  use  changed  from  silver  to  gold.  I  was 
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residing  in  a  seaport  town  in  1S57,  and  every  steamer  which  came 
in  was  loaded  with  casks  of  Scotch  whisky  going  to  be  trans- 
muted into  French  brandy,  and  every  steamer  that  went  out  had 
its  decks  piled  with  bags  of  silver  five  franc  pieces.  The  same 
was  true  at  every  other  seaport.  Silver  departed  from  France  in 
floods.  Every  steamer  and  every  diligence  that  left  France 
carried  away  loads  of  these  five  franc  pieces.  At  last  the  scarcity 
of  silver  became  so  great  that  it  was  found  necessary  to  coin 
these  pestilent  five  franc  pieces  in  gold 

The  reverse  phenomenon  began  again  in  18G7.  The  first 
flood  of  gold  having  somewhat  subsided,  gold  again  rose  to  a  pre- 
mium, aud  silver  displaced  gold  in  circulation 

Silver  had  thus  begun  to  fall  in  value  in  18G7,  and  after  the 
war  of  1870-71,  Germany  being  for  the  first  time  unified,  a  great 
reform  of  the  Coinage  wras  carried  into  effect.  As  was  natural,  a 
single  gold  standard  was  adopted  for  the  German  Empire,  and 
the  general  system  of  Coinage  was  modelled  on  that  of  England, 
which  had  proved  so  successful.  Considerable  quantities  of  silver 
were  sold  off  to  purchase  gold,  and  this  gave  a  further  jog  to  the 
fall  of  silver.  At  last,  in  1874,  things  became  so  serious  that  the 
Government  was  obliged  to  close  the  mints  to  the  free  coinage  of 
silver,  and  thus  the  Bimetallic  theory  exploded 

Bimetalists  are  in  the  habit  of  attributing  the  disruption  of 
their  fantastic  dream  to  the  closing  of  the  French  mints  in  1874. 
But  such  an  idea  is  a  delusion.  The  French  mints  were  closed 
because  it  was  impossible  to  maintain  Bimetalism.  And  even 
if  they  had  not  done  so  then,  they  would  have  been  compelled  by 
necessity  to  do  so  very  soon  afterwards.  Because  that  sudden  and 
terrific  downward  plunge  of  silver,  which  is  entirely  unexampled 
in  the  history  of  the  precious  metals,  began  -soon  after  1874. 
The  ratio  of  silver  to  gold  at  the  present  day  is  as  1  to  3f>, 
and  there  is  no  certainty  that  it  may  not  go  much  lower  still. 
The  Bank  of  France  has  an  immense  stock  of  silver  which  has 
the  nominal  value  of  about  £50,000,000  sterling.  But  how  does 
it  bear  this  nominal  value  ?  Because  it  was  originally  valued  at 
l">o  to  1  as  to  gold:  and  it  is  only  maintained  at  this  nominal 
value  by  rigorously  closing  the  mints  to  the  coinage  of  silver. 
If  the  French  Government  were  to  open  the  mints  to  the  free 
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coinage  of  silver  at  its  present  price,  this  immense  stock  of  silver 
would  at  once  lose  about  £28,000,000  of  its  nominal  value.  If 
Bimetalists  think  that  the  French  Government  will  yield  to  their 
clamour,  and  give  effect  to  their  impracticable  fad,  they  are 
utterly  beyond  the  reach  of  sane  argument 

Bimetalism  in  England  and  India 

5.  As  in  all  the  rest  of  Western  Europe,  the  Monetary  Unit 
in  England  in  the  days  of  William  I.  was  the  pound  weight  of 
Silver  divided  into  240  pennies.  Except  during  the  turbulent 
reign  of  Stephen,  the  Kings  of  England  did  not  degrade  or 
debase  their  Coins.  But  immense  numbers  of  false  coiners 
sprang  up,  and  notwithstanding  the  severest  penalties  of  mutila- 
tion denounced  against  them,  it  was  found  impossible  to  suppress 
them.  Moreover,  large  quantities  of  base  money  were  imported 
from  abroad 

But  during  all  that  time  the  money  was  merely  hammered,  so 
that  it  left  an  irregular  edge.  This  produced  great  clipping  of 
the  coin.  In  1205  John  issued  a  proclamation  suppressing  the 
clipped  coin.  All  that  wanted  more  than  2s.  Qd.  in  the  pound 
was  declared  to  be  illegal  and  withdrawn  from  circulation.  In 
order  to  test  the  Coin,  legal  weights  were  supplied  at  the  Mint  to 
all  who  applied  for  them.  If  any  clipped  coins  were  found  in 
the  possession  of  any  one  they  were  to  be  bored  through,  and  the 
owner  was  to  be  treated  as  a  thief,  and  forfeit  his  goods  to  the 
King.  The  same  disturbances  of  the  Coinage  continued  during 
the  reign  of  Henry  III.  In  1257,  in  the  41st  year  of  his  reign, 
he  issued  a  Gold  Coinage,  but  the  merchants  refused  to  receive 
it,  and  it  was  withdrawn 

In  this  troubled  reign  the  Coinage  was  clipped  down  to  half 
its  weight  :  prices  rose  in  proportion,  and  foreign  merchants 
refused  to  trade.  But  up  to  this  time  the  Kings  of  England  had 
not  supposed  that  they  had  any  right  to  coin  more  than  240 
pennies  out  of  the  pound  weight  of  silver,  and  yet  to  call  the 
diminished  Coins  by  the  same  name 

That  great  sovereign  Edward  I.  was  the  first  to  begin  the 
evil  practice  of  debasing  the  Coin.  In  1300,  the  28th  year  of 
his  reign,  he  coined  the  pound  weight  of  silver  into  243  pennies 
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The  same  disturbances  of  the  Coin  continued  through  the 
reign  of  Edward  II.,  and  repeated  proclamations  were  issued 
against  the  importation  of  base  money  from  abroad 

Edward  III.  found  the  Coinage  in  a  dreadful  state  from  the 
feeble  and  incapable  reign  of  his  father,  and  it  was  one  of  the  first 
abuses  he  was  called  on  to  remedy.  In  1331  the  state  of  the 
Coinage  was  brought  before  Parliament,  and  a  Committee  was 
appointed  to  devise  a  remedy.  The  exportation  of  good  money 
was  forbidden  on  pain  of  death :  and  it  was  forbidden  to  melt  it 
down  on  pain  of  forfeiture.  But  all  these  penalties  were  ineffec- 
tual. The  financiers  of  that  age  had  not  discovered  the  great 
fundamental  law  of  the  Coinage,  afterwards  revealed  by  Oresme, 
Copernicus  and  Gresham,  that  good  and  bad  money  cannot  circu- 
late together:  but  that  bad  money  always  drives  out  good 
money 

This  constant  corruption  and  debasement  of  the  Coins 
repeatedly  attracted  the  attention  of  Parliament,  and  they  made 
useless  and  ineffectual  laws  to  prevent  the  exportation  of  good 
money  and  the  importation  of  bad  money  :  denouncing  merciless 
penalties  on  offenders,  and  offering  rewards  to  informers 

In  1343,  in  consequence  of  the  chronic  clipping  and  debase- 
ment of  the  Coins,  Parliament  called  in  the  advice  of  certain 
merchants,  goldsmiths,  and  nioneyers,  who  were  charged  to  devise 
means  to  prevent  the  exportation  of  good  money  and  the  importa- 
tion of  base  money.  On  their  advice  a  Statute  respecting  Silver 
Coin  was  passed,  but  as  they  had  not  discovered  the  great  master 
secret  of  the  question,  it  was  wholly  ineffectual 

In  1344  it  was  resolved  to  coin  Gold  money,  and  thus 
Bimetalism  was  established  in  this  country,  and  for  470  years  the 
futile  attempt  was  made  to  keep  gold  and  silver  coins  in  unlimited 
quantities  in  circulation  together  at  a  fixed  legal  ratio 

There  is  no  use  in  giving  further  details  of  this  hopeless 
struggle.  It  may  be  supposed  that  it  is  only  in  recent  times  that 
Parliament  has  been  pestered  with  these  wearisome  Currency 
debates.  But  this  is  very  far  from  being  so.  For  five  centuries 
they  were  constantly  recurring 

Henry  VIII.  was  the  first  not  only  to  diminish  the  weight  of 
the  Coin,  but  to  debase  their  purity,  which  gave  rise  to  great 
public  distress  and  repeated  complaints 
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In  the  reign  of  Edward  VI.  the  Coinage  was  still  further 
degraded  and  debased.  That  straightforward  preacher,  Latimer, 
vehemently  denounced  these  abominable  practices,  which  gave 
his  enemies  excuse  to  charge  him  with  disloyalty,  which  he 
ingeniously  turned  off  by  showing  that  the  prophet  Isaiah  had 
done  exactly  the  same  thing,  and  had  denounced  the  bad  silver  of 
Jerusalem.  He  said — "  I  chaunced  in  my  last  sermon  to  speake 
a  mery  word  of  the  new  shillyng  (to  refresh  my  auditorie),  how  I 
was  lyke  to  put  away  my  new  shillyng  for  an  olde  groat.  I  was 
herein  noted  to  speak  seditiously.  Yet  I  can  comfort  myself  in 
one  thing,  that  I  am  not  alone,  and  that  I  have  a  fellow — a  com- 
panion of  sedition — and  wot  ye  who  is  my  fellow  ?  Esay  the 
prophet.  I  speak  but  of  a  little  preaty  shillyng,  but  he  speaketh 
to  Hierusalem  after  another  sort,  and  was  so  bolde  as  to  meddle 
with  their  coine.  Thou  proud,  thou  couetous,  thou  hautie  citie 
of  Hierusalem  !  Argentum  iuum  versum  est  in  scoriam.  Thy 
silver  is  turned  into  what  ? — into  testoons  ?  Scoriam,  into  dross. 
Ah  !  seditious  wretch,  what  had  he  to  do  with  the  minte  ?  Why 
should  he  not  have  left  that  matter  to  some  master  of  policie  to 
reprove  ?  Thy  silver  is  drosse,  it  is  not  fine,  it  is  counterfeite  : 
thy  silver  is  turned,  thou  haddest  good  silver.  What  pertained 
that  to  Esay  ?  Mary  he  espied  a  piece  of  divinitie  in  that  polysie, 
he  threateneth  them  with  God's  vengeance  for  it.  ...  He 
imputeth  it  to  them  as  a  great  crime.  He  may  be  called  a 
master  of  sedition  indeede.  Was  not  this  a  seditious  harlot  to 
tell  them  this  to  their  beardes  ?  to  their  face  ?  " 

At  last  the  public  confusion  was  so  intolerable  that  the 
Council  of  Edward  VI.  saw  that  it  was  indispensable  to  bring  the 
coin  back  to  its  old  standard.  The  measures  for  the  complete 
restoration  of  the  Coinage  were  nearly  completed  when  the  sickly 
boy  died.  Mary  on  her  accession  in  1553  found  the  reformation 
of  the  coin  nearly  completed,  and  resolved  to  take  advantage  of 
the  popularity  attending  it,  at  the  same  time  intending  to  debase 
it  by  her  Mint  indentures.  During  this  short  reign  the  usual 
proclamations  were  issued  against  importing  counterfeit  and  base 
coin  from  abroad,  and  exporting  good  coin  :  and  the  usual  com- 
plaints were  made  that  persons  both  native  and  foreign,  bought 
up  the  gold  coin  at  higher  rates  than  the  legal  one,  and  melted 
them  down  and  exported  them 
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During  all  this  long  period  good  coin  had  been  constantly 
issued  from  the  Mint,  but  no  measures  had  been  taken  to 
demonetise  and  withdraw  from  circulation  the  clipped,  degraded, 
and  debased  coin,  as  Copernicus  pointed  out  was  indispensable  to 
be  done.  But  the  statesmen  and  financiers  of  the  day  were 
utterly  perplexed  at  the  extraordinary  disappearance  of  the  good 
coin.  They  seemed  to  think  that  the  people  were  inspired  by 
the  Evil  One  to  prefer  the  degraded  and  base  coin,  and  to  reject 
the  good  coin.  They  had  no  Oresnie  or  Copernicus  to  explain  to 
them  that  it  was  an  assured  law  of  nature  that  bad  coin  always 
drives  good  coin  out  of  circulation 

No  sooner  had  Elizabeth  acceded  to  the  throne  than  she 
turned  her  attention  to  complete  the  great  reform  of  the  Coinage 
begun  by  her  brother,  being  moved  thereto  by  the  illustrious 
Gresham,  who  for  the  first  time  in  this  country  pointed  out  to 
her  that  good  and  bad  coin  cannot  circulate  together.  The  fact 
was  only  too  familiar  by  the  experience  of  centuries,  but  no  one 
in  this  country  had  previously  discerned  the  necessary  relation 
between  these  facts  before  Gresham.  He  addressed  a  letter  to 
the  Queen,  explaining  that  the  debasement  of  the  Coin  by 
Henry  VIII.  was  the  Cause  of  the  disappearance  of  all  the  good 
Coin.  Thus,  for  the  first  time  in  this  country,  he  showed  that 
the  two  facts  were  necessarily  related  as  Cause  and  Effect.  In 
1858  we  suggested  that  this  great  fundamental  Law  of  the 
Coinage  should  be  known  by  the  name  of  Gresham's  Law,  and 
this  has  now  been  universally  adopted.  But  at  that  time  we 
were  not  aware  that  this  great  Law  had  been  demonstrated  by 
Oresme  Id*  years,  and  by  Copernicus  32  years  previously,  as 
their  treatises  were  not  published  for  popular  circulation  till 
18C4.  Xor  is  there  any  reason  to  suppose  that  Gresham  had  any 
knowledge  of  these  treatises,  as  they  were  merely  memorials 
drawn  up  for  the  information  of  their  respective  sovereigns,  and 
did  not  get  into  general  circulation.  These  three  illustrious  men 
were,  therefore,  independent  discoverers,  and  therefore  the  Law 
ought  to  be  named  the  Law  of  Oresnie,  Copernicus  and  Gresham. 

In  16%  this  Law  had  become  common  knowledge.  In  a 
pamphlet  of  that  year  it  is  stated  thus1 — 

:J  /iVy///  to  the  Defence  of  the  Hank,  setting  forth  the  unreasonableness  <;/ 
their  sl'jif  p'ii/inent.1.  London,  1696 
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"  When  two  sorts  of  Coin  are  current  in  the  same  nation  of 
like  value  by  denomination  but  not  intrinsically  [i.e.,  in  market 
value]  that  ivhich  has  the  least  value  will  be  current,  and  the 
other  as  much  as  possible  will  be  hoarded,"  or  melted  down,  or 
exported,  we  may  add 

This  great  fundamental  Law  of  the  Coinage  is  found  to  be 
universally  true  in  all  ages  and  countries,  and  was  henceforth 
recognised  and  acknowledged  in  all  subsequent  discussions  on  the 
Coinage 

It  applies  in  the  following  cases — 

1 .  If  the  Coinage  consists  only  of  a  single  metal,  as  in  the  early 
Coinage  of  England,  and  clipped,  degraded,  and  debased  Coins 
are  allowed  to  circulate  with  good  Coin,  all  the  good  Coin  dis- 
appears from  circulation.  It  is  either  hoarded,  or  melted  down, 
or  it  is  exported  :  all  laws  are  ineffectual  to  prevent  this  :  and  the 
clipped,  degraded  and  debased  Coin  alone  remains  current 

'2.  If  Coins  of  two  kinds  of  metal,  such  as  Gold  and  Silver, 
are  allowed  to  circulate  together  in  unlimited  quantities,  and  if  a 
legal  ratio  is  attempted  to  be  enforced  between  them  which  differs 
from  their  natural  value  in  the  market  of  the  world,  the  Coin 
which  is  underrated  disappears  from  circulation :  it  is  either 
hoarded,  or  melted  down,  or  exported :  and  the  Coin  which  is 
overrated  alone  remains  current 

3.  And,  as  a  necessary  corollary,  it  follows  that  it  is  impossible 
to  establish  and  maintain  a  fixed  Par  of  Exchange  between 
countries  which  use  different  metals  as  their  Standard  Coin 

This  Law  is  not  confined  to  single  and  separate  countries  :  it 
is  not  limited  in  Time  or  Space  :  it  is  absolutely  universal :  and 
it  is  equally  impossible  for  the  whole  world  to  maintain  Coins  of 
two  or  more  metals  in  circulation,  in  unlimited  quantities,  at  a 
fixed  legal  ratio,  which  differs  from  the  natural  or  market  value  of 
the  metals,  as  it  is  for  single  and  separate  countries  to  do  so 

The  explanation  of  this  problem,  which  was  such  an  inscrut- 
able mystery  to  statesmen  and  financiers  for  so  many  ages,  is 
extremely  simple.  If  shillings  are  allowed  to  circulate  together, 
some  of  which  are  worth  twelve  pence  and  others  only  ninepence, 
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and  every  one  is  allowed  to  pay  their  debts  in  whichever  of  the 
coins  they  please,  naturally  they  will  pay  their  debts  with  the 
shillings  worth  nine  pence,  and  keep  the  shillings  worth  twelve 
pence  in  their  pockets :  or  if  the  shillings  worth  twelve  pence 
have  no  more  value  than  the  shillings  worth  nine  pence,  bullion 
dealers  will  collect  all  they  can,  and  either  melt  them  down  into 
bullion,  in  which  form  they  have  more  value,  or  export  them  to 
foreign  markets,  where  they  have  their  full  value.  It  is  exactly 
the  same  in  all  other  cases  where  persons  are  allowed  to  pay  their 
debts  in  things  which  have  nominally  the  same  value,  but  in 
reality  have  different  values.  When  persons  are  allowed  to  pay 
their  rents  in  kind,  they  naturally  select  the  worst  portions  of  the 
produce  to  pay  to  their  landlords,  and  keep  the  best  portions  for 
themselves.  If  persons  received  an  order  for  so  many  yards  of 
cloth,  and  the  law  allowed  two  different  yard  measures  to  be 
used,  one  of  three  feet  and  the  other  of  two  feet,  merchants  would 
naturally  fulfil  the  orders  in  yards  of  two  feet  rather  than  in  yards 
of  three.  It  is  only  natural  that  all  persons  should  pay  their 
debts  in  the  cheapest  form  to  themselves.  So  if  the  law  allows 
debtors  to  pay  their  debts  equally  in  Coins  of  different  metals, 
which  are  rated  equally  in  law,  but  whose  values  differ  in  the 
markets  of  the  world,  they  will  naturally  pay  their  debts  in  the 
Coin  which  is  rated  too  highly,  and  keep  the  Coins  which  are 
rated  too  low  at  home.  Thus  inevitably  the  Coin  which  is  rated 
below  its  natural  or  market  value  disappears  from  circulation,  and 
the  one  which  is  rated  beyond  its  natural  or  market  value  alone 
remains  current.  And  this  is  true  whether  the  whole  world  does 
so,  or  only  single  and  separate  countries.  If  then  the  whole 
world  were  to  agree  to  rate  a  Coin  below  its  market  value  it 
would  entirely  disappear  from  circulation  :  for  the  whole  world 
can  no  more  by  universal  agreement  make  9  equal  to  12  than  any 
separate  country  can 

For  the  very  same  reason  it  is  impossible  to  maintain  a  fixed 
rate  of  Exchange  between  countries  which  use  different  metals  as 
their  standard  Coins,  because  Coins  are  only  received  in  foreign 
countries  according  to  the  market  value  of  the  quantity  of 
bullion  they  contain,  and  as  the  value  of  the  metals  is  constantly 
changing  in  the  market,  the  value  of  the  Coins  must  equally  do 
so  too 
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We  need  not  give  further  details  of  the  Coinage  after  this 
date.  It  continued  to  be  subject  to  the  same  disturbances  from 
the  same  erroneous  principles  upon  which  it  was  issued.  And  the 
same  futile  proclamations,  threatening  terrible  penalties  against 
exporting  good  coin,  which  was  attempted  to  be  maintained  at  a 
fixed  legal  ratio  below  its  market  value,  continued  to  be  issued 
during  successive  reigns 

In  1663  the  first  Coinage  of  guineas  made  from  gold  im- 
ported by  the  African  Company  took  place.  By  the  Mint  indenture 
they  were  to  be  struck  to  be  of  the  value  of  20s.  at  the  market 
rate  of  gold  and  silver  at  the  time.  But  they  were  never  made 
legal  tender  at  that  rate.  They  consequently  circulated  at  the 
rate  which  people  chose  to  place  on  them,  and  they  soon  rose 
above  their  rated  value.  Accordingly  the  old  practices  of  clipping, 
melting,  and  exporting  the  silver  coin  were  soon  in  operation, 
and  the  scarcity  of  money  was  complained  of  in  Parliament.  All 
these  bad  practices  flourished  during  the  short  reign  of  James  II. 

In  April,  1690,  the  goldsmiths  complained  to  the  House  of 
Commons  that  they  had  ascertained  that  immense  quantities  of 
silver  bullion  had  been  exported.  That  many  Jews  and  merchants 
had  recently  bought  up  vast  quantities  of  silver  to  carry  out  of 
the  kingdom,  and  had  given  three  halfpence  an  ounce  for  it  above 
its  regulated  value ;  that  this  had  encouraged  the  melting  down 
of  much  plate  and  milled  money,  whereby  for  six  months  no 
bullion  had  been  brought  to  the  Mint  to  be  coined.  A  Committee 
of  the  House  verified  these  allegations.  It  was  shoAvn  that  the 
profit  of  melting  down  the  milled  money  for  exportation  was 
above  £25  per  £1,000,  and  that  while  the  Mint  price  of  silver 
was  5s.  2d.  per  ounce,  the  current  price  was  5s.  3jrf. 

In  1691  a  posthumous  work  by  Sir  William  Petty  was  published, 
in  which,  as  far  as  we  are  aware,  is  the  first  announcement  of  the 
principle  that  the  standard  coin  should  be  made  of  one  metal 
only.  He  says1  that  Money  is  understood  to  be  the  uniform 
measure  of  the  value  of  all  commodities  :  that  the  proportion  of 
value  between  pure  Gold  and  fine  Silver  alters,  as  the  earth  and 
industry  of  men  produce  more  of  one  than  the  other.  That  Gold 

1  Political  Anatomy  of  Ireland,  cli.  10 
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has  been  worth  but  twelve  times  its  own  weight  of  silver,  but  that 
of  late  it  has  been  worth  fourteen  :  so  there  can  be  but  one  of  the 
two  metal*  of  Gold  and  Silver  to  be  a.  fit  nuttier  for  MO/IPI/" 

This  is,  as  far  as  we  are  aware,  the  first  enunciation  of  the 
great  principle,  that  only  one  metal  should  be  adopted  for  the 
standard  Coin  and  measure  of  value.  Xor  are  we  aware  of  what 
amount  of  attention  it  received  when  it  was  announced 

The  evils  produced  by  this  flagrant  state  of  the  Coinage  could 
no  longer  be  neglected.  The  Treasury  ordered  their  Secretary, 
Mr.  William  Lowndes,  to  make  a  report  on  the  subject.  In  this 
Report1  he  gives  a  long  and  valuable  history  of  the  Coinage  and 
its  successive  debasements  in  weight  and  fineness.  After  giving 
details  of  every  Mint  indenture  for  400  years  he  says — "  By  the 
careful  observing  of  which  deduction  here  made  from  the  inden- 
tures of  the  Mint  for  above  400  years  past,  it  doth  evidently 
appear  that  it  has  been  a  policy  constantly  practised  in  the  Mints 
of  England  (the  like  indeed  having  been  done  in  all  foreign 
Mints  belonging  to  other  Governments),  to  raise  the  value  of  the 
Coin  iii  its  extrinsic  denomination  from  time  to  time  as  any 
exigence  or  occasion  required  :  and  more  especially  to  encourage 
the  bringing  in  of  bullion  into  the  realm  to  be  coined  (though 
sometimes  when  the  desired  end  was  obtained  the  value  has  been 
suffered  to  fall  again),  so  that  in  the  whole  number  of  years,  from 
the  28th  Edward  I.  until  this  time,  the  extrinsic  value  or  denomi- 
nation of  the  silver  is  raised  in  about  a  triple  proportion  " 

Mr.  Lowndes  appears  here  to  be  utterly  insensible  to  the  fact 
that  each  one  of  these  debasements  was  a  gross  and  shameful  fraud. 
We  cannot  fail  to  observe  also  that  Mr.  Lowndes  labors  under  the 
confusion  of  idea  that  raising  the  name  of  the  Coin  is  raising  its 
value.  The  extrinsic  value  of  the  Coin  can  by  no  possibility 
mean  anything  else  than  the  quantity  of  things  it  will  exchange 
for  or  purchase.  And  to  call  the  quantity  of  things  it  will 
exchange  for  its  denomination  is  a  most  pitiable  confusion  of  idea. 
Mr.  Lowndes  then  says  — ''The  which  being  premised,  and 
every  project  for  debasing  the  money  being  rejected  as  dangerous, 

1  A   Report  containing  an  Essay   for  the  Amendment  of  the   Silver    Coint. 
London,  1695 

VOL.  II.,  PAET  1  F 
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dishonorable  and  needless  [he  fails  to  see  that  diminishing  the 
weight  of  the  coin  is  debasing  it],  it  remains  that  our  nation  in 
its  present  exigence  may  avail  itself  by  raising  the  value  of  its 
Coins,  and  this  may  be  effected,  either  by  making  the  respective 
pieces  called  crowns,  half-crowns,  shillings,  to  be  lesser  in  weight, 
or  by  continuing  the  same  weight  or  bigness,  which  is  at  present 
in  the  nnclipped  moneys,  and  ordaining  at  the  same  time  that 
every  such  piece  shall  be  current  at  a  higher  price  in  tale 

"  But  before  I  proceed  to  give  my  opinion  on  this  subject,  it 
seems  necessary  for  me  to  assert  and  prove  an  hypothesis,. which  is 
this,  namely :  That  making  the  pieces  less,  or  ordaining  the 
respective  pieces  (of  the  present  weight)  to  be  current  at  a  higher 
rate  may  equally  raise  the  value  of  Silver  in  our  Coins  " 

Mr.  Lowndes  then  enters  into  an  argument  to  prove  that 
60  pence  may  be  made  equal  to  75  pence — a  wild  goose  chase  in 
which  we  decline  to  follow  him 

He  proposed  then  that  all  the  existing  undipped  silver  money 
should  be  raised  to  6s.  3d.  the  crown,  and  other  Coins  in  proportion, 
so  that  the  shilling  should  pass  for  fifteen  pence  instead  of  twelve. 
That  new  Coins  should  be  struck  at  the  increased  denominations 
and  receive  new  names.  The  reasons  he  alleges  for  this  are — 
"  The  value  of  the  Silver  in  Coin  ought  to  be  raised  to  the  foot  of 
6s.  3d.  in  every  crown,  because  the  price  of  standard  silver  in 
bullion  is  risen  (from  divers  necessary  and  unnecessary  causes, 
producing  at  length  a  great  scarcity  thereof  in  England)  to  6s.  5d. 
an  ounce.  This  reason  (which  I  humbly  conceive  will  appear 
irrefragable)  is.  grounded  chiefly  upon  a  truth  so  apparent  that  it 
may  well  be  compared  to  an  axiom  even  in  mathematical  reason- 
ing, to  wit — That  whensoever  the  extrinsic  value  of  silver  in  the 
Coin  hath  been,  or  shall  be,  less  than  the  price  of  silver  in  bullion, 
the  Coin  hath  been,  and  will  be  melted  down" 

In  this  passage  Mr.  Lowndes  fails  to  see  that  the  reason  why 
Silver  had  nominally  risen  from  5s.  2d.  to  6s.  od.  an  ounce  was 
simply  that  the  Coins  were  so  degraded  that  6s.  5d.  only  contained 
as  much  fine  silver  as  5s.  2d.  ought  to  have  done 

Moreover,  he  again  falls  into  the  confusion  of  supposing  that 
raising  the  name  of  the  Coin  raises  its  value.  Why  did  he  not 
carry  his  proposal  a  little  further  and  propose  that  Is.  should  pass 
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for  the  value  of  20s.  ?  He  totally  failed  to  see  that  when  persons 
exchange  their  goods  for  silver  Coin,  they  do  so  to  obtain  a  certain 
amount  of  fine  silver  bullion,  and  that  it  is  perfectly  indifferent  to 
them  what  number  of  pieces  of  money  it  is  contained  in.  These 
are  precisely  the  ideas  which  our  Bimetalists  of  the  present  day  are 
afflicted  with  :  and  there  is  no  use  in  detailing  more  of  his 
maunderings 

The  proposal  of  Lowndes,  coming  from  a  person  holding  his 
official  position,  demanded  an  immediate  notice  and  exposure. 
Locke  performed  the  task  in  a  manner  worthy  of  his  genius,  which 
has  remained  unassailable  ever  since.  He  says1 — "  Eaising  of  coin 
is  but  a  specious  word  to  deceive  the  unwary.  It  only  gives  -the 
usual  denomination  of  a  greater  quantity  of  silver  to  a  less  (v.g., 
calling  four  grains  of  silver  a  penny  to-day,  when  live  grains  of 
silver  made  a  penny  yesterday),  but  adds  no  worth,  or  real  value, 
to  the  silver  coin  to  make  amends  for  its  want  of  silver.  That  is 
impossible  to  be  done,  for  it  is  only  the  quantity  of  silver  in  it 
that  is,  and  eternally  will  be,  the  measure  of  its  value :  and  to 
convince  any  one  of  this,  I  ask  whether  he  that  is  forced  to  receive 
but  320  ounces  of  silver,  under  the  denomination  of  £100,  (for 
400  ounces  of  silver,  which  he  lent  under  the  like  denomination  of 
£100,)  will  think  these  320  ounces  of  silver,  however  denominated, 
worth  those  400  ounces  he  lent  ?  If  any  one  can  be  supposed  so 
silly,  he  need  but  go  to  the  next  market,  or  shop,  to  be  convinced 
that  men  value  not  money  by  the  denomination,  but  by  the 
quantity  of  silver  there  is  in  it.  One  may  as  rationally  hope  to 
lengthen  a  foot,  by  dividing  it  into  15  parts  instead  of  twelve,  and 
calling  them  inches,  as  to  increase  the  value  of  the  silver  there  is 
in  a  shilling,  by  dividing  it  into  15  parts  instead  of  twelve,  and 
calling  them  pence 

"  Clipping  of  money  is  raising,  without  public  authority,  the 
same  denomination  remaining  to  the  piece,  that  hath  no\, 
silver  in  it  than  it  had  before 

u  Altering  the  standard,  by  coining  pieces  under  the  same 
denomination  with  less  silver  in  them  than  they  formerly  had,  is 
doing  the  same  thing  by  public  authority.  The  only  odds  is,  that 
by  clipping  the  loss  is  not  forced  on  any  one  (for  nobody  is 

1  Further  considerations  concerning  raising  the  Value,  of  Jloney.     "Works.   Vol.  1\  . 
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obliged  to  receive  clipped  money) :  by  altering  the  standard 
it  is 

"  Altering  the  standard  by  raising  the  money  will  not  get  to 
the  public,  or  bring  to  the  Mint  to  be  coined,  one  ounce  of  silver : 
but  will  defraud  the  king,  the  church,  the  universities  and 
hospitals,  and  of  so  much  of  their  settled  revenue  as  the  money  is 
raised,  v.g.,  twenty  per  cent,  if  the  money  (as  is  proposed),  be 
raised  one  fifth.  It  will  weaken,  if  not  totally  destroy,  the 
public  faith,  when  all  that  have  trusted  the  public,  and  assisted 
our  present  necessities,  when  Acts  of  Parliament  in  the  million 
lottery,  bank  act,  and  other  loans  shall  be  defrauded  of  twenty 
per  cent,  of  what  these  Acts  were  security  for.  And  to  conclude, 
this  raising  our  money  will  defraud  all  private  men  of  twenty  per 
cent,  in  all  their  debts  and  settled  revenues  "  .  .  .  . 

"  Nothing,  I  humbly  conceive,  can  put  a  stop  to  clipping,  now 
it  is  grown  so  universal,  and  'men  become  so  skilful  in  it,  but 
making  it  unprofitable 

"Nothing  can  make  clipping  unprofitable,  but  making  all 
light  money  go  only  for  its  weight.  This  stops  clipping  in  a 
moment,  brings  out  all  the  milled  and  weighty  money,  deprives 
us  not  of  any  part  of  our  clipped  money  for  the  use  of  trade,  and 
brings  it  orderly,  and  by  degrees,  and  without  force,  into  the  Mint 
to  be  recoined  " 

Locke  then  enters  into  some  details  of  the  operations  by  Bills 
of  Exchange.  At  that  period  Silver  was  the  standard  coin  of 
England  and  throughout  the  world.  All  Bills  were,  therefore, 
settled  in  silver 

"  I  have  spoken  of  Silver  Coin  alone,  because  that  makes  the 
money  of  account  and  measure  of  trade  all  through  the  world. 
For  all  contracts  are,  I  think,  everywhere  made,  and  accounts 
kept,  in  silver  coin 

"  Silver,  therefore,  and  silver  alone,  is  the  measure  of  com- 
merce. Two  metals,  as  Gold  and  Silver,  cannot  be  the  measure 
of  commerce  both  together  in  any  country  :  because  the  measure 
of  commerce  must  be  perpetually  the  same,  invariable,  and  keeping 
the  same  proportion  of  value  in  all  its  parts.  But  so  only  one 
metal  does,  or  can  do  to  itself :  so  silver  is  to  silver,  and  gold  to 
gold.  An  ounce  of  silver  is  always  of  equal  value  to  an  ounce  of 
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silver,  and  an  ounce  of  gold  to  an  ounce  of  gold  :  and  two  ounces 
of  the  one  or  the  other  of  double  the  value  to  an  ounce  of  the 
same.  But  gold  and  silver  change  their  value  to  one  another  : 
for  suppose  them  to  be  in  value  as  sixteen  to  one  now  :  perhaps 
the  next  month  they  may  be  as  fifteen  and  three-quarters  or 
fifteen  and  seven-eighths  to  one.  And  one  may  as  well  make  a 
measure,  v.g.,  a  yard,  whose  parts  lengthen  and  shrink,  as  a  measure 
of  trade  of  materials  that  have  not  always  a  settled  invariable 
value  to  one  another 

"  One  metal,  therefore,  alone  can  be  the  money  of  account  and 
contract,  and  the  measure  of  commerce  in  any  country.  The 
fittest  for  this  use  of  all  other  is  silver,  for  many  reasons  which 
need  not  here  be  mentioned.  It  is  enough  that  the  world  has 
agreed  in  it,  and  made  it  their  common  money  :  and  as  the  Indians 
rightly  call  it,  measure.  All  other  metals,  gold,  as  well  as  lead, 
are  but  commodities 

"  Commodities  are  moveables  valuable  by  money,  the  common 
measure 

"  Gold,  though  not  the  money  of  the  world  and  the  measure 
of  commerce,  nor  fit  to  be  so,  yet  may  and  ought  to  be  coined  to 
ascertain  its  weight  and  fineness  :  and  such  coin  may  safely  have 
&  price  as  well  as  a  stamp  set  upon  it  by  public  authority,  so  the 
value  be  set  under  the  market  price.  For  then  such  pieces 
coined  will  be  a  commodity  as  passable  as  silver  money,  very 
little  varying  in  their  price  :  as  guineas  which  were  coined  at 
the  value  of  20s.,  but  passed  usually  for  between  21s.  and  22s., 
according  to  the  current  rate.  But  not  having  so  high  a  value 
put  on  them  by  the  law,  nobody  could  be  forced  to  take  them  to 
their  loss  at  21s.  6d.,  if  the  price  of  gold  should  happen  at  any 
time  to  be  cheaper 

' '  From  what  has  been  said  I  think  it  appears — 

*'  1.  That  silver  is  that  which  mankind  have  agreed  upon  to 
take  and  give  in  exchange  for  all  commodities  as  an  equivalent 

"  2.  That  it  is  by  the  quantity  of  silver  they  give,  or  take,  or 
contract  for,  that  they  estimate  the  value  of  other  things,  and 
satisfy  for  them :  and  thus,  by  its  quantity,  silver  becomes  the 
measure  of  commerce 

"  3.  Hence  it  necessarily  follows  that  a  greater  quantity  of 
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silver  has  a  greater  value  :  a  less  quantity  of  silver  has  a  less 
value  :  and  an  equal  quantity  an  equal  value 

U4.  That  money  differs  from  uncoined  silver  only  in -this, 
that  the  quantity  of  silver  in  each  piece  of  money  is  ascertained 
by  the  stamp  it  bears  :  which  is  set  there  to  be  a  public  voucher 
of  its  weight  and  fineness 

"  5.  That  gold  is  treasure  as  well  as  silver,  because  it  decays 
not  in  keeping,  and  never  sinks  much  in  value 

**  6.  That  gold  is  fit  to  be  coined  as  well  as  silver  :  to  ascer- 
tain its  quantity  to  those  who  have  a  mind  to  traffic  in  it :  but 
not  to  be  joined  with  silver  as  a  measure  of  commerce  " 

Locke  then  examines  Lowndes's  doctrine,  that  the  value  (or 
denomination)  of  the  silver  coin  should  be  raised  to  Gs.  3^.  the 
ounce  because  the  price  of  standard  silver  had  risen  to  6$.  5d. 
the  ounce 

"  This  reason  seems  to  me  to  labor  under  several  mistakes,  as — 
11 1.  That  standard  silver  can  rise  in  respect  of  itself 
"  2.  That  standard  bullion  is  now,  or  ever  was,  worth,  or  sold 
to  the  traders  in  it,  for  6s.  5d.  the  ounce  of  lawful  money  of 
England.  For  if  that  matter  of  fact  holds  not  to  be  so,  that  an 
ounce  of  sterling  bullion  is  worth  6s.  5d.  of  our  milled  weighty 
money,  this  reason  ceases  :  and  our  weighty  crown  pieces  ought 
not  to  be  raised  to  6s.  Sd.  because  our  light  clipped  money  will 
not  purchase  6s.  5d.  of  that  light  money.  And  let  me  add  here, 
nor  for  that  rate  neither.  If,  therefore,  the  author  means  here 
that  an  ounce  of  standard  silver  is  risen  to  6s.  5d.  of  our  clipped 
money,  I  grant  it  him,  and  higher  too.  But  then  that  has 
nothing  to  do  with  the  raising  our  lawful  coin,  which  remains 
undipped,  unless  he  will  say  too  that  standard  bullion  is  so  risen 
as  to  be  worth,  and  actually  to  sell  for,  6s.  5d.  the  ounce  of  our 
weighty  milled  money.  This  I  not  only  deny,  but  further  add 
that  it  is  impossible  to  be  so.  For  6s.  5d.  of  milled  money  weighs 
an  ounce  and  a  quarter  near.  Can  it,  therefore,  be  possible  that 
one  ounce  of  any  commodity  should  be  worth  an  ounce  and  a 
quarter  of  the  same  commodity,  and  exactly  of  the  same  goodness  ? 
for  so  is  standard  silver  to  standard  silver.  Indeed  one  has  a 
mark  upon  it,  which  the  other  has  not  :  but  it  is  a  mark  that 
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makes  it  rather  more  than  less  valuable,  or  if  the  mark,  by 
hindering  its  exportation,  makes  it  less  valuable,  the  melting  pot 
can  easily  take  it  off 

"  The  complaint  made  of  melting  down  our  weighty  money 
answers  this  reason  evidently.  For  can  it  be  supposed  that  a 
goldsmith  will  give  one  ounce  and  a  quarter  of  coined  silver  for 
one  ounce  of  bullion  :  when  by  putting  it  into  his  melting  pot  he 
can,  for  less  than  a  penny  charge,  make  it  bullion  ?  For  it  is 
always  to  be  remembered,  what  I  think  is  made  clear,  that. the 
value  of  silver,  considered  as  it  is  money  and  the  measure  of  com-, 
merce,  is  nothing  but  its  quantity,  and  thus  a  milled  shilling,, 
which  has  double  the  weight  of  silver  in  it  to  a  current  shilling, 
whereof  half  the  silver  is  clipped  away,  has  double  the  value. 
And  to  show  that  this  is  so,  I  will  undertake  that  any  merchant 
who  has  bullion  to  sell,  shall  sell  it  for  a  great  deal  less  number 
of  shillings  in  tale,  to  any  one  who  will  contract  to  pay  him  in 
milled  money,  than  if  he  be  paid  in  the  current  clipped  money 

"  Those  who  say  bullion  is  risen,  I  desire  to  tell  me  what  they 
mean  by  risen  ?  Any  commodity  I  think  is  properly  said  to  be 
risen,  when  the  same  quantity  will  exchange  for  a  greater  quan- 
tity of  another  thing  :  but  more  particularly  of  that  thing  which 
is  the  measure  of  commerce  in  the  country.  And  thus  corn  is 
said  to  be  risen  among  the  English  in  Virginia,  when  a  bushel  of 
it  wiir  sell,  or  exchange,  for  more  pounds  of  tobacco  :  among  the 
Indians  when  it  will  sell  for  more  yards  of  wampampeak,  which 
is  their  money  :  and  among  the  English  here,  when  it  will 
exchange  for  a  greater  quantity  of  silver  than  it  would  before, 
Eising  and  falling  of  commodities  are  always  between  several 
commodities  of  distinct  worths.  But  nobody  can  say  that 
tobacco  of  the  same  goodness  is  risen  in  respect  of  itself.  One 
pound  of  the  same  goodness  will  never  exchange  for  a  pound  and 
a  quarter  of  the  same  goodness.  And  so  it  is  in  silver  :  an  ounce 
of  silver  will  always  be  of  equal  value  to  an  ounce  of  silver:  nor 
can  it  ever  rise  or  fall  in  respect  of  itself  :  an  ounce  of  standard 
silver  can  never  be  worth  an  ounce  and  a  quarter  of  standard 
silver  :  nor  one  ounce  of  uncoined  silver  exchange  for  an  ounce 
and  a  quarter  of  coined  silver  :  the  stamp  cannot  so  much  debase 
its  value.  Indeed  the  stamp,  hindering  its  free  exportation,  may 
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make  the  goldsmith  who  profits  by  the  return  of  his  money  give 
one  120th,  or  one  60th,  or  perhaps  sometimes  one-thirtieth  more, 
that  is  5s.  2%d.9  5s.  3^.,  or  5s.  4d.  the  ounce  of  coined  silver  for 
uncoined,  when  there  is  need  of  sending  silver  beyond  seas  :  as 
there  always  is,  when  the  balance  of  trade  will  not  supply  our 
wants  and  pay  our  debts  there.  But  much  beyond  this  the  gold- 
smith will  never  give  for  bullion,  since  he  can  make  it  out  of 
coined  money  at  a  cheaper  rate 

"It  is  said  bullion  is  risen  to  6s.  5d.  the  ounce,  i.e.,  that  an 
ounce  of  uncoined  silver  will  exchange  for  an  ounce  and  a  quarter 
of  coined  silver.  If  any  one  can  believe  this,  I  will  put  this  short 
case  to  him.  He  has  of  bullion,  or  standard  uncoined  silver,  two 
round  plates  each  of  an  exact  size  and  weight  of  a  crown  piece,  he 
has  besides  of  *the  same  bullion  a  round  plate  of  the  weight  and 
size  of  a  shilling,  and  another  yet  less  of  an  exact  weight  and  size 
of  a  threepence.  The  two  great  plates  being  of  equal  weight  and 
fineness,  I  suppose  he  will  allow  to  be  of  equal  value,  and  that  the 
two  less  joined  to  either  of  them  make  it  one-fifth  more  worth 
than  the  other  is  by  itself,  they  having  all  three  together  one- fifth 
more  silver  in  them.  Let  us  suppose  then  one  of  the  greater  and 
the  two  less  plates  to  have  received  the  next  moment  (by  miracle, 
or  by  the  mill,  it  matters  not  how)  the  mark  or  stamp  of  our 
crown,  our  shilling,  and  our  threepence  :  can  anybody  say  that 
now  they  have  got  the  stamp  of  our  Mint  upon  them,  they  are  so 
fallen  in  value,  or  the  other  unstamped  piece  so  risen,  that  that 
unstamped  piece  which  a  moment  before  was  worth  only  one  of 
the  other  pieces,  is  now  worth  them  all  three  ?  Which  is  to  say 
that  an  ounce  of  uncoined  Silver  is  worth  an  ounce  and  a  quarter 
of  coined.  This  is  what  men  would  persuade  us  when  they  say 
that  bullion  is  raised  to  6s.  5d.  of  lawful  money  the  ounce,  which 
I  say  is  utterly  impossible.  Let  us  consider  this  a  little  further 
in  another  instance.  The  present  milled  crown  pieces,  say  they, 
will  not  exchange  for  an  ounce  of  bullion,  without  the  addition  of 
a  shilling  and  a  threepence  of  weighty  coin  added  to  it.  Coin  but 
that  crown  piece  into  6s.  3d.,  and  then  they  say  it  will  buy  an 
ounce  of  bullion,  or  else  they  give  up  their  reason  and  measure 
of  raising  the  money.  Do  that  which  is  allowed  to  be  equivalent 
to  coining  of  a  present  milled  crown  piece  into  6s.  3d.,  viz. :  call 
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it  75  pence,  and  then  also  it  must  by  this  rule  of  raising,  buy  an 
ounce  of  bullion.  If  this  be  so,  this  self-same  milled  crown  piece 
will,  and  will  not,  exchange  for  an  ounce  of  bullion.  Call  it 
sixty  pence,  and  it  will  not :  the  very  next  moment  call  it  seventy- 
five-pence,  and  it  will.  I  am  afraid  nobody  can  think  change  of 
denomination  has  such  power  " 

Locke  then  goes  through  each  of  Lowndes's  arguments  and 
proposals  one  by  one,  and  gives  them  such  a  refutation  as  would 
have  delighted  the  heart  of  Chillingworth.  Among  other  things 
he  says — "  It  is  true  what  Mr.  Lowndes  observes  here,  the 
importation  of  gold,  and  the  going  of  guineas  at  30s.  has  been  a 
great  prejudice  and  loss  to  the  kingdom.  But  that  has  been 
wholly  owing  to  our  clipped  money,  and  not  at  all  to  our  money 
being  coined  at  5s.  2d.  the  ounce  :  nor  is  the  coining  of  our 
money  lighter  the  cure  of  it.  The  only  remedy  for  that  mischief, 
as  well  as  a  great  many  others,  is  the  putting  an  end  to  the  passing 
of  clipped  money  by  tale,  as  if  it  were  lawful  coin  " 

To  Lowndes's  doctrine,  that  raising  the  coin  by  making  it  more 
in  tale  would  make  it  more  abundant  for  general  use,  Locke 
says — 

"Just  as  the  boy  cut  his  leather  into  five  quarters,  as  he 
called  them,  to  cover  his  ball,  when  cut  into  four  quarters  it  fell 
short :  but  after  all  his  pains,  as  much  of  his  ball  lay  bare  as 
before :  if  the  quantity  of  coined  silver  employed  in  England  fall 
short  the  arbitrary  denomination  of  a  greater  number  of  pence 
given  to  it,  or  which  is  all  one,  to  the  several  coined  pieces  of  it, 
will  not  make  it  commensurate  to  the  size  of  our  trade,  or  the 
greatness  of  our  occasions.  This  is  as  certain  as  if  the  quantity 
of  a  board  which  is  to  stop  a  leak  fifteen  inches  square,  be  but 
twelve  inches  square,  it  will  not  be  made  to  do  it  by  being 
measured  by  a  foot  which  is  divided  into  fifteen  inches  instead 
of  twelve,  and  so  having  a  larger  tale,  or  number  of  iuches  in 
denomination,  given  to  it 

"  This,  indeed,  would  be  a  convincing  reason  if  sounds  would 
give  weight  to  silver,  and  the  noise  of  a  greater  number  of  pence 
(less  in  quantity  proportionably  as  they  are  more  in  number)  were 
a  larger  supply  of  money  "... 
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"  The  necessity  of  trust  and  bartering  is  one  of  the  many 
inconveniences  springing  from  the  want  of  money.  This  incon- 
venience, the  multiplying  arbitrary  denominations,  will  no  more 
supply,  nor  any  ways  make  our  scarcity  of  coin  commensurate  to 
the  need  there  is  of  it,  than  if  the  cloth  which  was  provided  for 
clothing  the  army  falling  short,  one  should  hope  to  make  it  con> 
mensurate  to  that  need  there  is  of  it,  by  measuring  it  by  a  yard 
one-fifth  shorter  than  the  standard,  or  changing  the  standard  of 
the  yard,  and  so  getting  the  full  denomination  of  yards,  necessary 
according  to  the  present  measure.  For  this  is  all  that  will  be 
done  by  raising  our  coin  as  is  proposed.  All  that  it  amounts  to 
is  no  more  but  this,  viz.,  That  each  piece,  and  consequently  our 
whole  stock  of  money,  should  be  measured  and  denominated  by  a 
penny  one-fifth  less  than  the  standard 

"  The  increase  of  denomination  does  or  can  do  nothing  in  the 
case,  for  it  is  silver  by  its  quantity  and  not  denomination,  that  is 
the  price  of  things  and  measure  of  commerce  :  and  it  is  the  weight 
of  silver  in  it,  and  not  the  name  of  the  pieces,  that  men  estimate 
commodities  by,  and  exchange  them  for 

"  If  this  be  not  so,  when  the  necessity  of  our  affairs  abroad,  or 
ill  husbandry  at  home,  has  carried  away  half  our  treasure,  and  a 
moiety  of  our  money  is  gone  out  of  England :  it  is  but  to  issue  a 
proclamation  that  a  penny  shall  go  for  twopence,  sixpence  for  a 
shilling,  half-a-crown  for  a  crown,  &c.,  and  immediately,  without 
any  more  ado,  we  are  as  rich  as  before.  And  when  half  the 
remainder  is  gone,  it  is  but  doing  the  same  thing  again,  and 
raising  the  denomination  anew,  and  we  are  where  we  were,  and  so 
on  :  whereby  supposing  the  denomination  raised  15-16,  every 
man  will  be  as  rich  with  an  ounce  of  silver  in  his  purse,  as  he  was 
before  when  he  had  16  ounces  there,  and  in  as  great  plenty  of 
money,  able  to  carry  on  his  trade  without  bartering  :  his  silver, 
by  this  short  way  of  raising,  being  changed  into  the  value  of  gold  : 
for  when  silver  will  buy  16  times  as  much  wine,  oil,  and  bread, 
&c.,  to-day  as  it  would  yesterday,  (all  other  things  remaining  the 
same  but  the  denomination)  it  hath  the  real  worth  of  gold 

"This,  I  guess,  everybody  sees  cannot  be  so,  and  yet  this 
must  be  so,  if  it  be  true  that  raising  the  denomination  one-fifth 
can  supply  the  want,  or  one  jot  raise  the  value  of  silver  in  respect 
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of  other  commodities,  *>.,  make  a  less  quantity  of  corn,  oil,  and 
cloth,  and  all  other  commodities  than  it  would  yesterday,  and 
thereby  remove  the  necessity  of  bartering.  For  if  raising  the 
denomination  can  thus  raise  the  value  of  coin  in  exchange  for 
other  commodities,  one-fifth,  by  the  same  reason  it  can  raise  it 
two-fifths,  and  afterwards  three-fifths,  and  as  much  further  as  you 
please.  So  that  by  this  admirable  continuance  of  raising  our 
coin  we  shall  be  rich,  and  as  well  able  to  support  the  charge  of 
the  Government,  and  carry  on  our  trade  without  bartering,  or 
any  other  inconvenience  for  want  of  money,  with  60,000  ounces 
of  coined  silver  in  England,  as  if  we  had  six  or  GO  millions.  If 
this  be  not  so,  I  desire  any  one  to  show  me  why  the  same  way  of 
raising  the  denomination,  which  can  raise  the  value  of  money  in 
respect  of  other  commodities,  one-fifth,  cannot  when  you  please, 
raise  it  another  fifth,  and  so  on  ?  I  beg  to  be  told  where  it  must 
stop,  and  why  at  such  a  degree  without  being  able  to  go  further 

"  It  must  be  here  taken  notice  of,  that  the  raising  I  speak  of 
here  is  the  raising  of  the  value  of  our  coin  in  respect  of  other 
commodities  (as  I  call  it  all  along),  in  contradistinction  to  raising 
the  denomination.  The  confounding  of  these  in  discourses  con- 
cerning money  is  one  great  cause,  I  suspect,  that  this  matter  is  so 
little  understood,  and  so  often  talked  of  with  so  little  information 
of  the  hearers 

"  A  penny  is  a  denomination  no  more  belonging  to  eight  than  to 
eighty,  or  to  one  single  grain  of  silver  :  and  so  it  is  necessary  that 
there  should  be  sixty  such  pence,  no  more  nor  less,  in  an  ounce  of 
silver,  i.e.,  twelve  in  a  piece  called  a  shilling,  and  sixty  in  a  piece 
called  a  crown  :  such-like  divisions  being  only  extrinsical  denomi- 
nations are  everywhere  perfectly  arbitrary.  For  here  in  England 
there  might  as  well  have  been  twelve  shillings  in  a  penny,  as 
twelve  pence  in  a  shilling,  i.e.,  the  denomination  of  the  less  pence 
in  in  lit  have  been  a  shilling  and  of  the  bigger  a  penny.  Again  the 
shilling  might  have  been  coined  ten  times  as  big  as  the  penny,  and 
the  crown  ten  times  as  big  as  the  shilling  :  whereby  the  shilling 
would  have  but  tenpence  in  it,  and  the  crown  one  hundred.  But 
this,  however  ordered,  alters  not  one  jot  the  value  of  the  ounce  of 
silver  in  respect  of  other  things,  any  more  than  it  does  its  weight. 
This  raising  being  but  giving  of  names  at  pleasure  to  aliquot 
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parts  of  any  piece,  viz. :  that  now  the  60th  part  of  an  ounce  of 
silver  shall  be  called  a  penny,  and  to-morrow  that  the  75th  part 
of  an  ounce  shall  be  called  a  penny,  may  be  done  with  what  increase 
you  please.  And  thus  it  may  be  ordered  by  a  proclamation  that 
a  shilling  shall  go  for  twenty-four  pence,  and  a  half-crown  for  sixty 
instead  of  thirty  pence,  and  so  of  the  rest.  But  that  a  half-crown 
should  be  worth,  or  contain  sixty  of  such  pence,  as  the  pence  were 
before  the  change  of  denomination  was  made,  that  no  power  on 
earth  could  do.  Nor  can  any  power  but  that  which  can  make  the 
plenty  or  scarcity  of  commodities,  raise  the  value  of  our  money 
their  double  in  respect  of  other  commodities,  and  make  that  the 
same  piece  or  quantity  of  silver,  under  a  double  denomination,  shall 
purchase  double  the  quantity  of  pepper,  wine,  or  lead,  an  instant 
after  such  a  proclamation  to  what  it  would  do  an  instant  before. 
If  this  could  be,  we  might,  as  every  one  sees,  raise  silver  to  the 
value  of  gold,  and  make  ourselves  as  rich  as  we  pleased.  But  it  is 
but  going  to  market  with  an  ounce  of  silver  of  one  hundred  and 
twenty  pence  to  be  convinced  that  it  will  purchase  no  more  than 
an  ounce  of  sixty  pence  :  and  the  ringing  of  the  piece  will  as  soon 
purchase  more  commodities  as  its  change  of  denomination,  and 
the  multiplied  name  of  pence,  when  it  is  called  six  score  instead 
of  sixty" 

It  may,  perhaps,  appear  to  some  that  the  arguments  put 
forward  by  Locke  are  so  simple  and  convincing  that  it  is  almost  a 
waste  of  ingenuity  and  labor  to  dwell  upon  them  at  such  length. 
But,  unfortunately,  it  is  not  so.  The  confusion  of  idea  between 
the  Name  and  the  Value  of  a  Coin  is  one  which  is  but  too 
prevalent  at  the  present  day.  It  seems  almost  incredible  that  an 
able  man  like  Mr.  Lowndes  could  perceive  that  debasing  the 
standard  of  the  Coin  by  putting  less  silver  and  more  alloy  was  a 
public  fraud  and  an  injury  to  all  creditors,  and  yet  that  he  should 
be  totally  incapable  of  perceiving  that  raising  the  denomination  of 
the  coin  was  exactly  the  same  thing  as  debasing  the  standard.  In 
each  case  the  quantity  of  fine  silver  in  a  crown  or  a  shilling  was 
diminished.  Nevertheless,  this  fallacy  is  deeply  seated  at  the 
present  day,  and  is  exactly  the  one  which  possesses  the  Bimetalists. 

Parliament  met  in  November,  1695,  and  in  the  speech  from 
the  throne  the  Kin?  called  the  attention  of  the  House  to  the  bad 
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state  of  the  Coin,  and  requested  them  to  devise  a  remedy.  The 
House  lost  no  time  in  taking  the  subject  into  consideration.  The 
motion  for  recoiuage  was  carried  by  a  majority  of  sixty.  The  next 
question  was  whether  the  several  denominations  of  the  new  money 
should  have  the  same  weight  and  fineness  as  the  old  ?  or  whether 
the  standard  should  be  raised  ?  This  question  produced  many 
debates.  The  opposition  adopted  Lowndes's  ideas  that  the  price 
of  an  ounce  of  silver  had  risen  to  6s.  3^.,  and  therefore  that  the 
standard  should  be  raised  accordingly.  The  Government  adopted 
the  arguments  so  admirably  set  forth  by  Locke,  and  moved — 
"  That  the  House  ivould  not  depart  from  the  ancient  standard  either 
in  Weight,  Fineness,  or  Denomination."  This  resolution  was 
carried  by  224  to  114 

The  House  thus  adopted  part  of  Locke's  doctrines.  Bub 
unfortunately  they  did  not  adopt  his  other  two  recommendations. 
Lord  Somers  proposed  in  the  Council  that  a  proclamation  should 
be  issued  to  make  money  current  by  weight  and  not  by  tale.  The 
King  was  also  of  this  opinion,  but  the  rest  of  the  Council  were 
unanimously  against  it  :  by  refusing  to  adopt  Locke's  advice  on 
this  point  the  Council  cost  the  nation  above  a  million  :  because 
when  the  people  saw  that  the  clipped  money  would  still  be  received 
by  tale,  the  clipping  went  on  worse  than  ever 

Neither  had  the  House  the  boldness  to  adopt  the  doctrine  of 
Petty  and  Locke,  that  a  single  metal  should  be  selected  for  the 
standard  coin,  and  perhaps  it  was  fortunate  that  they  did  not, 
because  if  they  had,  the  metal  selected  would  undoubtedly  have 
been  Silver,  and  then  we  might  have  been  troubled  to  this  day 
with  a  huge  silver  currency  of  crown  pieces,  as  the  French  are 
with  their  five  franc  pieces 

The  great  recoinage  then  was  effected  :  but  as  soon  as  the  new 
Coin  was  issued  from  the  Mint,  it  was  hoarded,  or  exported  to 
purchase  gold  which  at  this  time  was  very  profitable.  The  House 
then  began  a  most  useless  and  ineffectual  meddliug  with  the  price 
of  guineas.  As  long  as  the  silver  coinage  continued  in  its  debased 
state  no  human  power  could  lower  the  price  of  guineas;  as  soon  as 
the  silver  coin  was  reformed  no  human  power  could  prevent  them 
from  falling.  Montagu  on  this  occasion  deserted  the  lessons  of 
his  great  master,  Locke.  If  an  Act  of  Parliament  could  alter  the 
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price  of  guineas — where  was  the  use  of  the  recoinage  ?  If  the 
recoinage  would  effect  the  purpose — where  was  the  use  of  the  Act 
of  Parliament  ?  On  the  15th  of  February,  1696,  it  was  resolved 
that  guineas  should  not  pass  for  more  than  28s. :  on  the  28th, 
it  was  resolved  that  after  the  25th  of  March,  they  should  be 
reduced  to  26s.  On  the  26th  of  March  it  was  resolved  that  after 
the  10th  of  April  they  should  be  reduced  to  22s.,  and  heavy 
penalties  were  enacted  against  all  persons  who  should  deal  in 
them  at  higher  rates  after  that  date.  But  still  the  gold  and  silver 
Coin  were  wrongly  rated :  all  the  best  and  heaviest  silver  coins 
were  culled  out  and  exported  to  Holland,  where  gold  might  be 
purchased  at  a  great  profit 

In  1707  the  Union  of  the  Kingdoms  necessitated  a  new 
coinage.  But  the  same  disturbances  immediately  reappeared. 
The  new  silver  coins  immediately  disappeared,  and  men's  ideas 
began  to  be  transferred  to  gold  as  the  standard  coin.  In  1708 
the  Government  offered  a  premium  of  2\d.  an  ounce  to  every  one 
who  brought  foreign  silver  coin,  or  plate  of  any  sort  of  standard 
fineness  to  the  Mint  to  be  coined.  At  last  the  Government  in 
utter  perplexity,  and  seemingly  being  the  very  last  to  be  informed 
of  the  truth,  which  had  now  become  common  knowledge  to  every 
one  of  intelligence,  that  coins  of  two  metals  cannot  circulate 
together  in  unlimited  quantities,  referred  the  whole  matter  to 
Sir  Isaac  Newton,  the  Master  of  the  Mint 

Sir  Isaac  Newton  on  the  Coinage 

Sir  Isaac  Newton  said  in  his  Report1 — 

"  That  a  pound  weight  Troy  of  Gold,  11  ozs.  fine,  and  1  oz. 
alloy,  is  cut  into  44J  guineas  :  and  a  pound  weight  of  silver 
11  ozs.  and  2  dwts.  fine  and  2  dwts.  alloy,  is  cut  into  62  shillings: 
and  according  to  this  rate  a  pound  weight  of  fine  gold  is  worth 
15  pounds  weight,  6  ozs.  17  dwts.  and  5  grs.  of  fine  silver, 
reckoning  a  guinea  at  £1  Is.  Qd.  in  silver  money.  But  silver  in 
bullion  exportable  is  usually  worth  2d.  or  3d.  per  ounce  more 
than  in  coin  :  and  if  as  a  medium  such  bullion  of  standard  alloy 
be  valued  at  5s.  ±\d.  per  ounce,  a  pound  weight  of  fine  gold  will 

1  Parliamentary  History,  Vol.  VII.,  526 
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be  worth  but  14  Ibs.  11  ozs.  12  dwts.  9  grs.  of  fine  silver  in 
bullion  :  and  at  this  rate  a  guinea  is  worth  but  so  much  silver  as 
would  make  20s.  8d" 

Newton  then  details  the  Mint  rating  of  Gold  and  Silver  in 
various  countries.  In  Spain  and  Portugal  the  ratio  of  Gold  to 
Silver  was  1C  to  1.  This  high  price  kept  the  gold  in  these 
countries,  and  carried  away  their  silver  to  all.  Europe.  So  that 
all  payments  at  home  are  made  in  gold,  and  silver  usually  bears 
a  premium  of  6  per  cent. 

In  France  the  ratio  of  Gold  to  Silver  was  15  to  1 

In  Holland,  Hungary,  and  the  Empire,  a  guinea  would  be 
worth  20s.  l\d.  at  their  Mint  rating 

According  to  the  rates  of  gold  and  silver  in  Italy,  Germany, 
Poland,  Denmark  and  Sweden,  the  guinea  was  worth  20s.  and  7d.t 
6d.t  5rf.,  or  4:d.  In  Swreden  it  is  lower  in  proportion  to  silver  than 
in  any  other  country,  hence  silver  prevailed  there 

In  China  and  Japan  the  ratio  of  gold  to  silver  was  only  9  or 
10  to  1,  and  in  the  East  Indies  12  to  1  :  this  low  price  of  gold  in 
those  countries  carried  away  the  silver  from  all  Europe 

By  the  course  of  trade  and  exchange  between  nation  and 
nation  in  all  Europe  gold  was  to  silver  as  144-  or  15  to  1  ;  and  at 
that  rate  a  guinea  was  worth  20s.  5d.  to  20s.  8%d.  And  experience 
and  reasoning  showed  that  silver  flows  from  those  places  where  it 
was  lowest  in  proportion  to  gold  as  from  Spain  [and  England]  to 
all  Europe,  and  from  all  Europe  to  the  East  Indies,  China  and 
Japan  :  and  that  gold  is  most  plentiful  in  those  places  in  which 
its  value  is  highest  in  proportion  to  silver,  as  in  Spain  and 
England 

"  It  was  the  demand  for  exportation  which  had  raised  the  price 
of  exportable  silver  about  '2d.  or  3rf.  in  the  ounce  above  that  of 
silver  in  coin,  and  had  thereby  created  a  temptation  to  export  or 
melt  down  the  silver  coin  rather  than  give  2d.  or  M.  more  for 
foreign  silver  :  and  the  demand  for  exportation  arises  from  the 
higher  price  of  silver  in  other  places  in  proportion  to  silver, 
and  therefore  may  be  diminished  by  lowering  the  value  of  gold 
in  proportion  to  silver.  If  gold  in  England,  or  silver  in  East 
India,  could  be  brought  down  so  low  as  to  bear  the  same  pro- 
jiortion  to  one  another  in  both  places,  there  would  be  here  no 
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greater  demand  for  silver  than  for  gold  to  be  exported  to  India, 
And  if  gold  were  lowered  only  so  as  to  have  the  same  proportion 
to  the  silver  money  in  England,  which  it  hath  to  silver  in  the 
rest  of  Europe,  there  would  be  no  temptation  to  export  silver 
rather  than  gold  to  any  other  part  of  Europe.  And  to  compass 
this  last  there  seems  nothing  more  requisite  than  to  take  off 
about  lOd.  or  I2d.  from  the  guinea:  so  that  gold  may  bear  the 
same  proportion  to  the  silver  money  in  England  which  it  ought 
to  do  by  the  course  of  trade  and  exchange  in  Europe.  But  if 
only  Qd.  were  taken  off  at  present,  it  would  diminish  the  tempta- 
tion to  export,  or  melt  down  the  silver  coin.  And  by  the  effects, 
would  show  hereafter  better  than  can  appear  at  present,  what 
farther  reduction  would  be  most  convenient  for  the  public" 

In  pursuance  of  Newton's  recommendation,  a  proclamation  was 
issued  in  December,  1717,  reducing  the  guinea  to  21s.,  and  then 
in  the  language  of  the  Mint  the  price  of  gold  was  fixed  at  £3 
17s.  !(%?.  the  ounce,  which  is  so  sore  a  puzzle  to  many  people. 
This  alteration  in  the  value  of  guineas  created  some  alarm,  but  in 
January,  1718,  both  Houses  of  Parliament  passed  resolutions 
that  they  would  not  alter  the  standard  of  the  gold  and  silver 
coins  of  the  realm  in  fineness,  weight,  or  denomination 

We  see  that  Newton  gave  no  countenance  to  the  doctrine  of 
the  modern  Bimetalists,  that  fixing  the  ratio  of  the  Coins  by  Law 
can  regulate  the  relative  value  of  gold  and  silver  bullion.  On 
the  contrary,  he  shows  that  the  Coins  must  follow  the  market 
value  of  bullion.  No  doubt  the  change  he  proposed  in  the  rating 
of  the  Coins  might  have  succeeded  for  a  short  time  :  but  it  would 
always  have  been  a  position  of  unstable  equilibrium,  liable  to  be 
upset  by  the  first  change  in  the  market  value  of  the  metals, 
which  was  sure  to  occur  in  no  very  long  time.  But  it  did  not 
come  within  his  instructions  to  enter  into  such  matters 

By  the  reduction  of  the  price  of  the  guinea  the  value  of  gold 
to  silver  was  fixed  at  15^ff§£  to  1 :  but  as  in  Holland  and  France 
the  rate  was  14^  to  1,  a  profit  still  remained  of  4<f.  on  each 
guinea  on  exporting  silver  and  importing  gold.  By  the  Act  of 
1717  the  guinea  was  for  the  first  time  made  legal  tender  at  21s., 
and  as  it  was  the  cheaper  medium  in  which  to  make  payments, 
during  the  course  of  the  last  century  it  became  an  understood  and 


§   5]  LORD     UVKUl'.JOL    ON    CdNAfiK  l.r)9 

recognised  custom  of  commerce  that  gold  was  the  standard  coin 
in  which  all  Bills  of  Exchange  and  debts  weiv  payable.  Hence 
this  country  has  been  practically  a  Gold  Monometallic  country 
since  1717,  although  Bimetalism  still  lingered  on  the  statute 
book  for  another  hundred  years 

The  ablest  writers  on  money  had  now  fully  adopted  the 
doctrine  of  Petty  and  Locke,  that  only  one  metal  should  be 
adopted  for  the  standard  Coin.  Harris  says1 — 

"  One  only  of  these  metals,  that  is,  Gold  or  Silver,  can  be  the 
Money,  or  standard  measure  of  commerce  in  any  country  :  for  the 
standard  measure  must  be  invariable,  and  keep  the  same  propor- 
tion of  value  in  all  its  parts.  Such  is  Silver  with  respect  to  Silver, 
and  Gold  to  Gold.  But  Silver  and  Gold  with  respect  to  one 
another  are  like  other  commodities,  variable  in  their  value, 
according  as  the  plenty  of  either  may  be  increased  or  diminished  : 
and  an  ounce  of  Gold,  that  is  worth  a  given  quantity  of  Silver 
to-day,  may  be  worth  more  or  less  Silver  a  while  hence.  It  is 
therefore  impossible  that  both  these  metals  can  be  a  standard 
measure  of  the  value  of  other  things  at  the  same  time  " 

Lord  Liverpool's  Treatise  on  the  Coins  of  the  Realm 

The  Coinage  continued  to  exhibit  the  same  phenomena  during 
the  whole  of  the  eighteenth  century.  Gold  being  overrated  by 
±d.  in  the  guinea  became  more  and  more  firmly  established  as  the 
recognised  standard  coin  ;  all  the  best  silver  had  long  disappeared, 
and  none  but  the  most  degraded  remained  in  circulation 

In  1798,  in  consequence  of  an  address  from  the  House  of 
Commons,  the  then  existing  Committee  of  Council  on  Coins  was 
dissolved,  and  a  new  Committee  appointed,  and  Lord  Liverpool, 
who  had  long  paid  much  attention  to  the  subject,  was  appointed 
Chairman,  and  drew  up  the  report  in  the  form  of  a  letter  to  the 
King* 

This  work  of  Lord  Liverpool's  is  the  great  master  treatise  on 
the  subject,  and  as  its  principles  were  adopted  at  the  great 

lEssay  on  Money  and  Coins,  Part  I.,  ch.  2,  sec.  7 

2  It  was  reprinted  by  the  Bank  of  England,  and  published  by  Ejfingham 
Wilson  in  1880 

VOL.  II.,  PART  1  G 
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recoinage  in  1817,  when  our  present  system  was  instituted,  we 
shall  give  a  brief  analysis  of  it 

Lord  Liverpool  commences  his  treatise  by  giving  an  account 
of  the  state  of  the  Coinage  in  1760,  at  the  accession  of  George  III. 
All  the  crown  pieces  and  most  of  the  half  crowns  coined  by 
William  III.  had  disappeared,  and  those  which  remained  in 
circulation  were  degraded  and  clipped.  The  shillings  and  six- 
pences had  lost  almost  every  mark  of  impression,  whether  of 
head,  reverse,  inscription  or  graining 

The  heavy  pieces  had  in  general  been  melted  down,  or 
exported,  and  the  rest  diminished  by  wear  and  filing.  Very 
little  silver  had  been  brought  to  the  Mint  to  be  coined,  for 
according  to  the  Mint  ratio  the  value  of  Silver  bullion  com- 
pared to  gold  was  lower  than  the  market  price 

The  state  of  the  Gold  Coin,  though  not  so  bad,  was  still 
deteriorating,  and  it  became  so  bad  in  1773  that  it  had  become 
greatly  deficient  in  weight,  so  that  as  soon  as  any  new  Gold 
Coin  was  issued  from  the  Mint  it  was  immediately  melted  down 
or  exported.  The  foreign  exchanges  consequently  rose  greatly 
against  the  country  :  as  all  payments  to  these  countries  were 
enhanced  in  proportion  to  the  deficiency  in  the  Coin.  Mr. 
Jenkinson,  as  Lord  Liverpool  was  then,  addressed  a  letter  to 
the  Chancellor  of  the  Exchequer,  suggesting  that  all  the  defi- 
cient Gold  Coin  should  be  called  in  and  recoined  :  that  after 
this  had  been  done  the  Gold  Coin  should  be  current  by  weight 
as  well  as  by  tale,  as  had  been  the  ancient  custom,  and  that 
when  the  Gold  Coin  had  become  deficient  by  a  certain  amount 
it  should  cease  to  be  legal  tender.  These  proposals  were  carried 
into  effect  in  1774  :  and  since  then  the  gold  coin  had  been 
preserved  in  a  very  perfect  state 

A  difficulty  then  existed  and  continued  to  exist  with  respect 
to  the  Silver  Coin,  and  until  it  was  removed  the  Silver  Coin 
could  not  be  improved.  The  Mint  ratio  of  Gold  and  Silver 
differed  from  their  value  in  the  market.  As  long  as  this  differ- 
ence existed  both  these  metals  would  not  be  brought  in  sufficient 
quantity  to  the  Mint  to  be  coined  :  that  metal  only  would  be 
brought  which  was  estimated  at  the  lowest  value  with  reference 
to  the  other :  and  Coins  of  both  metals  could  not  be  sent  into 
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circulation  at  the  same  time  without  a  traffic  of  one  sort  of  Coin 
against  the  other,  by  which  traders  in  money  would  make  great 
profit,  to  the  great  loss  of  the  public  :  which  would  especially 
prevail  in  this  country,  where  the  Mintage  of  both  metals  was 
perfectly  free,  without  any  charge  for  seignorage,  which  was  con- 
trary to  the  practice  of  most  other  countries.  To  prevent  this 
the  standard  Coin  ought  to  be  made  of  one  metal  only,  and  Coins 
of  other  metals  should  take  their  value  with  reference  to  this 
standard  Coin,  and  be  subservient  to  it.  Lord  Liverpool  gives 
an  account  of  the  reasons  for  appointing  the  Committee  of  Council. 

The  Money  or  Coin  of  a  country  is  the  standard  measure  by 
which  the  value  of  all  things  bought  and  sold  is  regulated  and 
ascertained :  and  it  is  itself  at  the  same  time  the  value,  or 
equivalent,  for  which  goods  are  exchanged,  and  in  which  con- 
tracts are  generally  made  payable.  In  the  last  respect,  money,  as 
a  measure,  differs  from  all  others  :  and  it  is  to  the  combination 
of  these  two  qualities  which  constitute  the  essence  of  Money,  that 
the  principal  difficulties  which  attend  it  in  theory  and  practice  as 
a  measure  and  an  equivalent  are  to  be  ascribed.  These  two 
qualities  can  never  perfectly  unite  and  agree  :  for  if  Money  were 
a  measure  only,  and  made,  like  all  other  measures  of  a  material  of 
little  or  no  value,  it  would  not  answer  the  purpose  of  an  equivalent. 
And  if  it  is  made  in  order  to  answer  the  purpose  of  an  equivalent, 
of  a  material  of  value,  subject  to  frequent  variations,  according 
to  the  price  at  which  such  material  sells  in  the  market,  it  fails  on 
that  account  in  the  quality  of  a  standard  or  measure,  and  will  not 
continue  to  be  perfectly  uniform,  and  at  all  times  the  same 

Coins  made  of  Gold  or  Silver,  or  of  any  other  metal,  whether 
considered  as  a  measure  or  an  equivalent,  are  subject  to  the 
following  imperfections 

As  each  of  these  metals  varies  in  its  value  with  respect  to 
other  commodities  for  which  it  is  exchanged,  so  it  will  v;iry  for 
the  same  reason  also  in  its  value,  in  successive  periods,  even  with 
respect  to  itself  :  and  this  variation  is  occasioned  by  the  greater 
or  less  quantity  that  may  happen  to  be  at  different  times  in  the 
market,  or  in  circulation.  Any  given  quantity  or  weight  of  Gold 

G  2 
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or  Silver  is  at  present  of  much  less  value  than  the  same  quantity 
or  weight  before  the  discovery  of  the  mines  of  America.  And  if 
any  commodity  is  either  manufactured  or  produced  at  present  in 
exactly  the  same  quantity  as  it  was  in  the  reign  of  Henry  VIII., 
when  these  mines  were  first  discovered,  and  the  demand  for  this 
commodity  should  be  equal,  a  pound  of  Gold  or  Silver  will  not 
purchase  as  much  of  it  now,  as  it  would  have  purchased  in  the 
former  period.  Coins  are  on  that  account  an  imperfect  measure, 
though  they  are  made  of  one  metal  only 

But  if  Coins  are  made  of  two  of  these  metals,  a  second 
imperfection  is  then  introduced  :  for  any  two  of  these  metals,  in 
successive  periods,  vary  in  value  with  respect  to  each  other.  The 
value  of  fine  Gold,  compared  with  that  of  fine  silver,  was  rated  in 
the  43rd  of  Elizabeth  at  less  than  11  to  1,  at  the  English  Mint. 
But  when  Guineas  were  first  coined  in  1663,  the  value  of  fine 
Gold,  compared  with  that  of  fine  Silver,  was  rated  at  the  English 
Mint  at  14ff!  to  1.  Guineas  were  then  coined  as  20  Shilling 
pieces,  and  declared  by  the  Mint  Indenture  to  be  current  as  such. 
They  have  since  been  made  current  by  Proclamation  as  21 
Shilling  pieces.  The  relative  value,  therefore,  of  fine  Gold  to 
fine  Silver,  in  the  Coins  of  this  kingdom  is  now  as  15T%8^9o  to  1. 
And  in  the  Mints  of  several  foreign  countries,  the  value  of  Gold, 
compared  with  that  of  Silver,  is  rated  still  higher.  These  metals 
will  also  occasionally  vary  in  their  value,  even  at  the  same  time, 
in  different  countries  :  and  Exchange  Brokers  and  many  bankers 
are  induced,  on  this  account,  to  carry  on  a  traffic  in  these  metals, 
and  in  the  Coins  made  of  them,  to  their  own  profit,  and  to  the 
loss  of  others 

If  the  Sovereign  takes  upon  himself  to  determine  the  rate  or 
value  at  which  Coins  made  of  different  metals  shall  afc  the  same 
time  pass  in  currency,  a  third  imperfection  is  introduced  into  the 
system  :  for  it  is  not  possible  that  he  should  be  able  to  pursue 
with  sufficient  accuracy  the  various  fluctuations  and  changes  that 
may  in  a  short  time  happen  in  the  relative  values  of  these  different 
metals.  Their  prices  at  the  market  will  therefore  frequently  differ 
from  the  rate  at  which  he  has  valued  them  in  his  Coins :  and 
when  Coins  made  of  different  metals  are  frequently  legal  tender, 
there  will,  of  course,  be  two  measures  of  property,  differing 
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occasionally  from  each  other.  A  profit  will  always  in  such  case  be 
made  by  those  who  traffic  in  Coins,  by  exchanging  that  Coin 
which  has  the  least  market  value  for  that  which  has  the  greatest. 
The  debtor  will  find  it  his  interest  to  make  his  payments  in  the 
Coin  made  of  that  metal  which  is  undervalued  at  the  Mint :  and 
such  Coins  as  are  made  of  the  metal  overvalued  at  the  Mint  will 
always  be  melted  down  and  exported 

Another  imperfection  arises  from  the  gradual  wear  of  the 
Coins  made  of  either  of  these  metals  :  for  though  the  materials  of 
which  they  are  made  are  less  subject  to  diminution  by  daily  and 
common  use  than  almost  any  other  commodity,  they  are  still  sub- 
ject to  it  in  a  certain  degree  from  friction,  and  sometimes  from 
other  causes.  If  this  diminution  is  considerable,  the  Money 
Jobber  will  avail  himself  of  the  inequality  to  which  pieces  of 
Coin  of  the  same  denomination  are  in  this  respect  subject :  he 
will  collect  and  convert  into  Bullion  the  most  weighty  of  them, 
and  make  a  profit  thereby  :  and  those  Coins  only,  which  are  less 
perfect,  will  be  left  in  general  circulation 

Of  the  four  imperfections  before  stated,  the  first  which  arises 
from  the  variation  in  the  price,  or  Value,  of  any  one  metal  iu 
successive  periods  with  respect  to  itself  is  so  very  inherent  in  the 
very  subject  that  it  does  not  admit  of  remedy.  It  produces,  how- 
ever, less  inconvenience  than  either  of  the  other  three.  It  chiefly 
affects  leases,  contracts,  and  grants  of  long  continuance  [such  as 
the  Public  Funds].  The  other  three  imperfections  may  in  some 
degree  be  remedied.  Lord  Liverpool  then  proceeds  to  explain 
the  principles  of  the  system  of  Coinage  he  recommended 

The  Money,  or  Coin,  which  is  to  be  the  principal  measure  of 
property  ought  to  be  made  of  One  metal  only.  Such  is  the  opinion 
of  Sir  William  Petty,  Mr.  Locke,  Mr.  Harris,  and  of  all  the 
eminent  writers  on  Coin.  Petty  says  that  one  of  the  metals  is 
the  only  fit  matter  for  Money.  Locke  agrees,  and  says  "  that  two 
metals  such  as  Gold  and  Silver  cannot  be  the  measure  of  commerce 
both  together  in  any  country."  These  three  authors  assign  their 
reasons  in  support  of  a  principle  in  which  they  all  concur  :  their 
reasons  are  in  substance  the  same  :  and  are  so  convincing  that 
the  truth  of  this  principle  can  no  longer  be  controverted 
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Certain,  however,  as  the  principle  is,  that  the  Money  or  Coins 
of  any  country  which  are  to  be  the  principle  measure  of  property 
can  be  made  of  one  metal  only,  the  convenience  of  traffic  neces- 
sarily requires  that  in  rich  and  commercial  countries  there  should 
be  coins  made  of  several  metals  adapted  to  the  several  sorts  of 
purchases  or  exchanges  for  which  they  are  intended.  Coins  made 
of  Gold  alone,  or  of  Silver  alone,  in  such  countries,  will  not 
answer  all  the  purposes  of  traffic.  Coins  of  Gold  are  not  well 
adapted  for  the  retail  trade,  in  which  sort  of  traffic  the  greatest 
number  of  the  subjects  of  every  country  are  principally  concerned  : 
and  coins  of  Silver  are  too  bulky  for  larger  payments,  and  are  in 
that  respect  inconvenient.  It  is  necessary,  therefore,  that  in 
commercial  countries  there  should  be  coins  made  of  different 
metals,  and  if  the  coins  which  are  the  principal  measure  of 
property  and  instrument  of  commerce  can  only  be  made  of  one  of 
these  metals,  the  inferior  coins  made  of  other  metals  must  be  legal 
tender  only  in  a  limited  degree  as  the  Sovereign  shall  direct,  and 
so  far  only  they  are  the  measure  of  property  :  and  if  they  are 
accepted  in  payment  of  a  larger  sum  with  the  consent  of  the 
receiver,  as  may  some  times  be  the  case,  they  may  then  be  said  to 
be  the  representatives  of  the  Coins  which  are  the  principle  measure 
of  property,  and  their  value  must  be  made  to  correspond  with  it 
as  accurately  as  the  nature  of  the  subject  will  admit.  It  is  by 
adopting  this  rule  or  principle  that  the  second  and  third  of  the 
imperfections  before  stated  will  be  avoided,  or  at  least  the  ill 
effects  resulting  from  them  will  be  diminished  as  much  as  possible. 
But  absolute  perfection  and  complete  accuracy  cannot  in  the 
nature  of  things  be  attained 

Mr.  Locke,  who  thought  that  Silver  coins  were  the  only  Money 
of  account,  or  measures  of  property,  was  of  opinion  that  Coins  of 
Gold  might  be  left  to  take  their  rate  or  value  according  to  the 
relative  price  of  Gold  to  Silver  in  the  market,  but  experience  had 
shown  that  this  plan  did  not  answer.  Mr.  Harris  differed  in  this 
respect  from  the  opinion  of  Mr.  Locke,  and  held  that  the  value  or 
relation  of  the  Coins  to  each  other  should  be  fixed  by  law  and 
experience,  and  the  practice  of  all  governments  in  every  age  had 
shown  the  necessity  of  this 

The   Coins  of  every  kingdom  or  state  are  the   measure   of 
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property  and  commerce  within  every  such  kingdom  or  state, 
according  to  the  nominal  value  declared  and  authorised  by  the 
Sovereign,  as  far  as  they  are  made  legal  tender 

In  exchanges  with  foreign  countries,  and  in  payments  made  to 
them,  the  market  value  of  the  metal  of  which  the  Coin  is  made  is 
the  only  measure  of  property  and  commerce  :  because  the  authority 
of  Sovereigns  cannot  extend  to  regulate  payments  in  foreign  coun- 
tries where  they  have  no  power  of  jurisdiction 

The  Sovereigns  of  the  kingdoms  and  states  in  Europe  had 
exercised  from  time  immemorial  the  right  of  declaring  at  what 
rate  or  value  the  Coins  of  every  denomination  current  in  their 
dominions  should  pass  and  become  legal  tender.  This  right  had 
been  exercised  by  the  Kings  of  this  realm  in  two  ways — 

First  by  their  Mint  indentures,  in  which  it  was  declared  at 
what  rate,  or  nominal  value,  the  coins  should  be  current 

Secondly  by  proclamation 

This  great  prerogative,  however,  is  of  so  important  and  delicate 
a  nature,  that  it  ought  to  be  exercised  with  the  greatest  judgment 
and  discretion.  Very  serious  evils  had  been  caused  by  its  abuse 
of  which  Parliament  had  frequently  complained.  This  prerogative 
should  always  be  exercised  with  the  wisdom  and  support  of  Par- 
liament. Lord  Liverpool  then  gives  details  of  how  this  prerogative 
had  been  exercised  in  England 

He  then  says  that  coins  may  be  debased  in  three  ways — 

1.  By  diminishing  the  quantity  or  weight  of  the  metal  of 
a  certain  standard  of  which  any  Coin  of  a  given  denomination  is 
made 

2.  -By  raising  the  nominal  value  of  the  Coins  of  a  given 
weight,  and  made  of  a  certain  standard  :  that  is,  by  making  them 
current,  or  legal  tender,  at  a  higher  rate  than  that  at  which  they 
passed  before 

3.  By  lowering  the  standard  or  fineness  of  the  metal  of 
which  coins  of  a  given  weight  and  denomination  are  made  :  that 
is,  by  diminishing  the  quantity  of  pure  metal,  and  proportionally 
increasing  the  quantity  of  alloy 

Of  the  first  method  nine  debasements  had  been  made  in  the 
weight  of  the  metal  since  William  I.  The  first  was  done  by 
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Edward  I.,  in  the  28th  year  of  his  reign,  and  the  last  was  done 
in  the  43rd  year  of  Queen  Elizabeth.  By  these  successive  debase- 
ments, the  number  of  pennies  struck  out  of  the  pound  weight  of 
silver  had  been  increased  from  240  in  the  reign  of  William  I.  to 
744.  By  this  means  the  Mint  Price  of  Silver,  which  was  origin- 
ally £1,  had  now  become  £3  2s.,  and  the  value  of  the  Pound  in 
tale  was  diminished  in  the  ratio  of  32  to  93 

The  second  method  of  debasement  was  chiefly  practised  on  the 
Gold  Coins,  sometimes  by  diminishing  the  weight  of  fine  gold  in 
the  Coin,  and  more  frequently  by  raising  the  nominal  value  of  the 
Coins,  with  the  intention  of  preserving  a  proportionate  value 
between  the  Coins  according  to  the  relative  value  of  Gold  and 
Silver  in  the  market  at  each  period.  Lord  Liverpool  then  gives 
details  of  the  alterations  in  weight  and  rating,  which  had  taken 
place  in  the  Gold  Coins,  and  also  the  variations  which  had  taken 
place  in  the  market  value  of  Gold  and  Silver.  He  then  describes 
the  confusion  and  disturbance  which  had  been  caused  by  these 
changes  in  the  value  of  the  Coins 

Lord  Liverpool  then  describes  the  debasement  of  the  Coins  by 
diminishing  their  purity  in  the  reigns  of  Henry  VII.  and 
Edward  VI.,  but  as  these  were  merely  temporary,  we  need  not 
further  notice  them 

Lord  Liverpool  then  having  given  a  long  and  intricate 
account  of  the  principles  upon  which  the  Coinage  of  this  country 
had  been  based  for  several  centuries,  and  the  inevitable  and 
irremediable  evils  which  had  been  produced  by  it,  proceeds  to  lay 
down  the  principles  upon  which,  in  his  opinion,  the  system  of 
Coinage  should  be  based 

1.  I  will  endeavor  to  prove  that  the  Coins  which  are  to  be  the 
principal  measure  of  property  ought  to  be  made  of  one  metal  only. 

2.  I  will  show  of  what  metal  the  Coins  of  this  Kingdom, 
which  are  to  be  the  principal  measure  of  property,  ought  to  be 
made 

3.  I  will  show  upon  what  principles  the  Coins  of  the  other 
metals  ought  to  be  made 

The  first  of  these  propositions  had  been  demonstrated  by 
Sir  William  Petty,  Mr.  Locke,  and  Mr.  Harris,  and  the  reasons 
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upon  which  they  came  to  this  conclusion  were  too  well  founded  to 
be  shaken 

In  the  earlier  periods  of  our  history,  when  only  Silver  Coins 
were  current,  there  was  no  occasion  to  advert  to  this  principle. 
But  when  Gold  Coins  were  introduced,  the  Sovereigns  of  this 
country  endeavored  to  regulate  the  rate  at  which  these  Gold  Coins 
should  be  current,  according  to  the  relative  value  at  which  Gold 
and  Silver  Bullion  in  each  respective  period  sold  at  the  market. 
There  was  indeed  less  difficulty  in  those  times  in  preserving  the 
relative  value  of  the  Gold  and  Silver  Coins  according  to  the  price 
of  those  precious  metals  in  the  market  than  at  present :  for  before 
the  discovery  of  the  mines  of  America,  the  relative  value  of  Gold 
and  Silver  fluctuated  in  a  less  degree  than  in  later  times.  Gold 
Coins  then  constituted  but  a  small  part  of  the  currency  of  the 
kingdom  :  the  commerce  of  the  country  with  foreign  nations  was 
much  less  extensive  than  it  has  become  in  the  two  last  centuries  : 
so  that  the  circulation  of  our  Coins  was  confined,  in  a  great 
measure,  within  the  kingdom,  where  the  authority  of  the  Sovereign 
in  giving  a  nominal  value  to  the  Coins  had  a  greater  influence, 
and  was  more  readily  and  correctly  obeyed.  In  those  early  times 
the  traffic  in  exchanges  with  foreign  nations  was  not  much 
practised  or  well  understood 

But  in  the  reign  of  James  I.  the  evils  resulting  from  the 
fluctuations  in  the  relative  prices  of  the  metals  were  felt  in  a  most 
alarming  degree.  In  the  first  year  of  his  reign  the  complaints  of 
the  exportation  of  Gold  Coin,  on  account  of  the  low  value  at  which 
Gold  was  estimated  at  the  English  Mint  in  comparison  to  Silver, 
were  great  and  incessant.  To  remedy  this  evil  the  King 
raised  the  value  of  Gold  in  his  Coins  by  successive  proclamations, 
but  at  last  he  raised  it  too  much  :  so  that,  during  the  remainder 
of  his  reign  and  the  whole  of  that  of  Charles  I.,  the  Silver  Coins 
were  in  their  turn  exported,  and  a  very  small  portion  of  them 
remained  in  circulation.  In  1663,  when  the  relative  value  of 
Gold  and  Silver  was  re-estimated  at  the  English  Mint,  Gold  was 
underrated  and  all  the  Gold  Coins  then  made  would  have  been 
immediately  exported,  if  the  Government  had  obliged  the  people 
to  receive  them  as  legal  tender  at  the  nominal  value  of  them  in 
the  Mint  indentures.  But  Government  allowed  the  Coins  to  be 
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received  at  the  value  which  people  set  upon  them,  according  to 
the  relative  price  of  Gold  and  Silver  in  the  market.  After  the 
recoinage  by  William  III.,  Gold  Coins  passed  currently  at  a  higher 
value  than  they  were  rated  in  the  Mint  indenture,  or  than  the 
relative  value  of  Gold  and  Silver  would  then  justify  :  not  by  the 
authority  of  Government,  but  by  the  general  consent  of  the 
people.  The  consequence  was  that  the  new  Silver  Coins  began 
immediately  to  be  melted  down  and  exported.  The  same  deficiency 
in  the  number  and  weight  of  the  Silver  Coins  remained  to  that 
day 

James  I.  consulted  Bacon,  Coke,  and  many  other  eminent  men, 
but  they  were  unable  to  devise  a  remedy  for  the  evil.  A 
posthumous  treatise  by  Sir  William  Petty  had  been  published  in 
1691,  in  which  the  true  doctrine  was  first  enunciated,  suggesting 
the  remedy  so  long  sought  for  in  vain.  Locke  and  others 
supported  him  in  this  opinion  :  but  this  true  principle,  which 
solved  the  difficulty,  had  never  yet  been  carried  effectually  into 
practice 

During  the  whole  of  the  period  when  our  Coins  were  in  so 
great  a  state  of  confusion,  the  commerce  of  the  country  had  been 
constantly  increasing,  and  the  balance  of  trade  was  almost  always 
in  favor  of  the  country.  These  evils  did  not  spring  from  a  want 
of  the  precious  metals,  but  from  a  continual  conflict  between  the 
Coins  made  of  different  metals  :  and  this  circumstance  promoted 
the  practice  of  melting  down  and  exporting  one  or  other  sort  of 
Coin,  whenever  the  metal  of  which  either  of  them  was  made 
happened  to  be  underrated  at  the  Mint,  and  a  profit  could  be 
made  thereby:  a  traffic  from  which  the  public  derived  no 
advantage,  but  suffered  great  loss  :  carried  on  by  a  class  of  men 
who  were  always  preying  upon  the  public,  and  therefore  they 
ought  to  be  discouraged  as  much  as  possible  by  every  wise 
Government 

The  truth  of  the  principle  that  the  Coins,  which  are  the 
principal  measure  of  property,  can  be  made  of  one  metal  only  was 
further  illustrated  by  the  practice  of  Venice,  Genoa,  Amsterdam 
and  Hamburg,  which  made  all  foreign  and  other  bills,  exceeding 
a  certain  amount,  payable  only  in  Bank  Money.  These  were 
small  States,  and  were  overrun  with  all  sorts  of  foreign  coins,  ill 
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regulated  and  defective.  To  remedy  this,  these  States  formed 
Banks  of  Deposit.  The  managers  of  these  Banks  gave  rr.-ijrisses, 
receipts,  or  notes,  in  return  for  the  Gold  and  Silver  Bullion  or 
Coins,  considered  as  such,  placed  by  individuals  in  their  custody: 
or  they  gave  them  Credits  in  their  books  to  the  amount  of  the 
value  thereof,  with  the  right  of  transferring  them 

These  receipts  or  notes,  and  this  right  of  making  transfers, 
called  Bank  Money,  represented  the  Coins  according  to  the 
standards  of  their  respective  Mints  :  they,  therefore,  retained  a 
certain  and  undisputed  value  :  and  they  became  the  fixed  standard 
or  measure,  according  to  which  mercantile  payments  were  made 

But  in  extensive  Kingdoms,  which  are  at  the  same  time 
greatly  commercial,  no  such  system  ever  existed  :  nor  would  it  be 
possible  to  carry  such  a  system  into  execution.  One  Bank  of 
this  description  would  not  be  sufficient  in  such  a  country  as 
Great  Britain,  and  great  inconveniences  might  result  from  the 
establishment  of  many  in  different  parts  of  the  Kingdom.  The 
Coins  of  the  Kingdom  are  therefore  necessarily  the  principal 
measure  of  property,  and  the  instruments  of  commerce  :  and  from 
thence  results  the  necessity  in  this  country  of  having  Coins  made 
of  one  metal  only,  which  should  serve  as  an  invariable  measure  for 
the  purposes  above  mentioned  :  and  for  the  same  reason  these 
Coins  should  be  kept  in  the  greatest  possible  perfection 

It  appears,  therefore,  not  only  from  the  clearest  deduction  of 
reason,  and  by  the  concurrent  opinion  of  the  most  eminent 
writers,  but  by  the  evidence  which  long  experience  in  this 
Kingdom  afforded,  to  be  a  certain  and  incontrovertible  principle 
that  Coins,  which  are  to  be  made  the  principal  measure  of  property, 
can  be  made  but  of  one  metal  only.  The  Coins  made  of  other 
metals  may  be  useful,  and  even  necessary  :  but  they  must  take 
their  value  and  pass  into  currency,  according  to  the  rate,  or  value, 
given  to  them  by  the  Sovereign  with  reference  to  that  Coin,  which 
is  the  principal  measure  of  property,  that  is  of  the  standard  Coin. 

It  being  then  established  that  the  Coins,  which  are  to  be  the 
principal  measure  of  property,  can  only  be  made  of  one  metal,  the 
next  point  to  be  considered  is,  which  metal  is  it  to  be.  Mr.  Locke 
and  Mr.  Harris  held  that  Silver  should  be  that  metal.  But 
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Sir  William  Petty,  who  was  more  a  man  of  business  and  of  the 
world  than  either  of  these  two,  acknowledges  that,  as  matters  then 
stood,  Silver  was  the  matter  of  Money.  But  he  expresses  a  doubt 
whether  in  that  sense  there  was  any  such  Money  or  rule  in  the 
world.  He  judged  rightly.  It  is  certain  that  the  Governments 
of  Europe  have  not  in  general  paid  attention  to  this  rule  :  nor  is 
it  surprising  that  persons  wholly  occupied  in  official  business 
should  not  have  had  leisure  to  study  and  understand  so  abstruse 
and  complicated  a  subject 

As  a  matter  of  Law,  Gold  and  Silver  Coins  had  been  for 
several  centuries  equally  legal  tender  :  but  as  a  matter  of  fact, 
ever  since  the  recoinage  by  William  III.,  people  had  preferred 
Gold  Coins  even  at  value  exceeding  their  market  value,  either 
from  motives  of  convenience,  or  from  some  other  motive.  What- 
ever the  motive  was,  the  fact  was  certain.  It  was  equally  certain 
that  a  great  part  of  the  perfect  Silver  Coins,  which  had  been  so 
lately  issued  in  great  plenty,  had  disappeared,  and  were  either 
melted  down  or  exported.  The  Gold  Coins,  then,  from  that  time 
were  in  fact  preferred,  and  became  the  measure  of  property  in  the 
opinion  and  practice  of  the  people 

In  1717  the  rate  of  value  of  the  Gold  Coins  was  fixed  by 
proclamation :  the  Mint  indenture  was  altered  in  conformity  with 
the  proclamation  :  the  Guinea  was  ordered  to  pass  for  2 Is.,  and 
the  other  Gold  Coins  in  proportion.  They  have  since  continued 
to  be  current  and  legal  tender  at  that  rate,  though  it  was  higher 
than  their  market  value  compared  with  the  perfect  Silver  Coins. 
Before  that  time  great  payments  had  frequently  been  made  to  the 
Exchequer  in  bags  of  Silver,  as  they  were  then  made  in  some 
foreign  countries,  but  since  that  time  no  considerable  payments 
had  been  made  either  at  the  Exchequer,  or  to  individuals,  in 
Silver  Coins  :  the  only  use  in  which  they  had  since  then  been 
employed  was  in  payments  for  small  sums,  or  as  change  for  Gold 
Coins.  The  Silver  Coins  have,  therefore,  become  subservient  to 
the  Gold  Coins  :  and  the  Gold  Coins  had  then  become  in  the 
practice  and  opinion  of  the  people  the  principal  measure  of 
property 

Mr.  Lowndes  himself  acknowledged  that  great  contentions 
daily  arose  in  all  fairs,  markets,  shops,  and  other  places  throughout 
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the  kingdom,  to  the  disturbance  of  the  public  peace,  in  c<>nsr(]urii<v 
of  the  defective  state  of  the  Silver  Coins.  That  trade  was  <>n 
that  account  greatly  lessened  :  that  persons,  before  they  concluded 
any  bargains,  were  under  the  necessity  of  settling  the  price  or 
value  of  the  very  money  they  were  to  receive  for  their  goods,  and 
they  set  a  price  upon  their  goods  accordingly.  These  prartiivs 
had  been  one  great  cause  of  raising  the  price,  not  only  of  all 
merchandize,  but  of  every  article  necessary  for  the  sustenance  of 
the  people.  The  receipt  and  collection  of  the  public  taxes, 
revenues  and  debts  were  greatly  retarded.  The  cause  of  these 
evils  was  clear.  The  Silver  Coins,  which  were  then  the  principal 
measure  of  property,  were  greatly  deficient  :  every  commodity  then 
rose  in  its  value  in  proportion  to  this  deficiency  :  they  all  took 
their  value  in  reference  to  the  Silver  Coins.  But  none  of  these 
evils  had  happened  for  many  years  past,  in  consequence  of  the 
existing  defect  of  our  Silver  Coins  .  There  is  no  reason  to  suppose 
that  any  commodity  has  on  this  account  risen  in  its  price,  or 
value.  The  reason  was  that  the  practice  and  opinion  of  the 
people  had  changed  with  reference  to  the  principal  measure  of 
property.  The  Silver  Coins  had  ceased  to  be  the  principal 
measure  of  property.  All  commodities  now  take  their  price,  or 
value,  in  reference  to  the  Gold  Coins.  For  this  reason,  the  present 
deficiency  of  the  Silver  Coins  has  no  effect  on  the  price  of 
commodities.  It  is  clear,  therefore,  that  in  the  practice  and 
opinion  of  the  people,  the  Gold  Coins  had  become  the  principal 
measure  of  property 

The  foregoing  facts  clearly  proved  the  opinion  of  the  people 
of  Great  Britain  in  their  interior  commerce  and  domestic  concerns. 
The  opinion  of  foreign  nations  was  exactly  the  same.  In  the 
reign  of  William  III.,  the  exchanges  with  the  Low  Countries  had 
fallen  so  much  that  persons  lost  4s.  in  the  Pound  on  all  remittances 
there  :  the  exchanges  with  Hamburg  and  the  East  were  lower 
still  :  and  even  worse  to  all  the  countries  in  the  Mediterranean. 
The  most  favorable  of  our  exchanges  was  ^0  per  cent,  against  the 
country.  These  facts  were  confirmed  by  the  most  eminent  writers 
on  Exchanges.  Foreigners  at  that  time  considered  the  Silver 
Coins  then  very  defective,  as  the  principal  measure  of  property 
and  of  foreign  commerce,  and  they  rated  their 
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accordingly.  But  these  evils  had  ceased  since  1717,  though  the 
Silver  Coins  continued  to  be  very  defective.  But  the  exchanges 
were  very  adverse  to  us  when  the  Gold  Coins  had  become  deficient. 
This  was  the  cause  of  the  great  recoinage  in  1774.  But  since  the 
recoinage,  the  exchanges  had  been  rectified 

For  many  years  previous  to  the  recoinage  in  1744,  Gold 
Bullion  had  been  higher  than  its  Mint  Price.  It  was  sometimes 
as  high  as  £4  the  ounce.  From  1757  to  1773  its  average  price 
was  £3  19*.  2frf.  per  ounce,  or  Is.  ±\d.  above  the  Mint  Price. 
But  immediately  after  the  recoiuage  Gold  Bullion  fell  below  the 
Mint  Price.  For  20  years  previous  to  1797  the  Bank  paid  for  it, 
on  an  average,  not  more  than  £3  17s.  l\d.,  or  2^d.  under  the 
Mint  Price.  The  condition  of  the  Gold  Coins  also  affected  the 
price  of  Silver  Bullion.  Neither  before  nor  after  the  recoinage 
was  the  price  of  Silver  Bullion  affected  by  the  bad  state  of  the 
Silver  Coin.  From  which  it  is  clear  that  the  price  of  Gold  and 
Silver  Bullion  had  for  40  years  been  estimated  by  the  state  of  the 
Gold  Coin  only,  and  not  that  of  the  Silver  Coin.  Thus,  in  the 
opinion  of  the  dealers  in  the  precious  metals,  the  Gold  Coin  was 
the  principal  measure  of  property  and  the  instrument  of  com- 
merce. Thus  foreign  merchants  concurred  with  the  people  of 
this  country  in  considering  the  Gold  Coins  as  the  standard 
measure  of  property 

All  these  reasons,  as  well  as  others,  showed  that  Gold  ought 
to  be  adopted  as  the  single  metal  of  the  standard  Coin  :  and  that 
the  Gold  Coin  should  be  coined  free  from  any  seignorage,  or 
charge,  as  it  had  been  since  1663,  in  unlimited  quantities 

Where  the  function  of  Gold  Coin  ceases  that  of  Silver  Coin 
should  begin  :  and  where  the  function  of  Silver  ceases  that  of 
Copper  should  begin 

The  suggestions  of  Lord  Liverpool  could  not  be  carried  out  in 
1805,  as  payments  in  cash  by  the  Bank  of  England  were  at  that 
time  suspended.  But  we  shall  now  see  how  his  Treatise  was 
received  in  India,  which  was  at  that  time  greatly  disturbed  by  a 
multiplicity  of  Gold  Coins  and  Silver  Coins,  whose  value  was 
constantly  fluctuating  :  and  the  East  India  Company  had 
endeavored  to  introduce  Bimetalism  into  India,  which  turned  out 
a  signal  failure 
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Bimetalism  in  India 

We  have  now  to  recount  the  attempt  of  the  East  India  Com- 
pany to  establish  and  maintain  Bimetalism  in  India,  and  its 
hopeless  failure 

The  original  standard  money  throughout  India  before  the 
Mahommedan  conquest  was  gold,  with  copper  for  small  change. 
The  Mahommedans  never  conquered  Southern  India,  so  Gold  and 
Copper  continued  to  be  the  standard  money  in  Southern  India 
until  1818 

The  Silver  rupee  was  first  coined  in  1542  by  Sher  Shah,  who 
usurped  the  throne  of  Babar.  This  coin  weighed  174-4  grains 
Troy,  and  was  nearly  pure  silver,  and  it  retained  its  purity  till 
1772 

Akbar  the  Great  remodelled  the  Gold  Coinage.  His  Gold 
Mohur  was  170'5  grains,  and  nearly  pure  gold  :  this  Coin  was 
preserved  until  the  extinction  of  the  Mogul  dynasty 

In  process  of  time  the  Silver  rupee  came  to  be  held  as  the 
standard  coin  in  Northern  India,  and  the  Gold  Coins  passed  at 
such  values  as  the  parties  agreed  upon 

This  having  been  found  inconvenient,  the  East  India  Com- 
pany, 1766,  endeavoured  to  establish  Bimetalism,  or  a  fixed  legal 
ratio  between  the  Gold  and  Silver  Coins.  They  struck  a  Gold 
Mohur,  and  ordered  it  to  pass  current  for  14  sicca  rupees.  But 
as  the_Coin  was  much  below  the  value  of  the  silver  in  the  rupees 
according  to  the  market  value  of  gold  and  silver,  it  was  found 
impossible  to  get  it  into  circulation.  It  was  accordingly  called 
in,  and  in  1769  a  new  Gold  Mohur  was  issued,  and  ordered  to 
pass  current  for  16  sicca  rupees.  But  this  new  coin  was  not  a 
success,  and  had  very  little  circulation  beyond  Calcutta.  The 
Company  being  in  great  perplexity  at  the  disorder  of  their 
coinage,  sought  the  advice  of  Sir  James  Steuart,  who  had  the 
greatest  reputation  as  an  Economist  in  England,  before  the 
publication  of  Adam  Smith's  Wealth  of  Nations  in  177<! 

Sir  James  Steuart  accordingly  drew  up  a  treatise  for  them  on 
the  subject1 

i  The  principles  of  Money  applied  to  the  present  state  of  the  Coin  of  Bengal.     177-2 
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He  speaks  of  the  abuse  of  giving  Coins  denominations  above 
their  market  value.  From  the  earliest  times  the  equivalent  of 
commodities  was  reckoned  by  the  weight  and  purity  of  the  metal : 
and  it  was  not  till  modern  times  that  Princes  attempted  to  set  an 
arbitrary  value  on  the  Coin  by  denomination  (?).  This  stamp 
was  originally  intended  to  certify  the  weight  and  the  fineness  of 
the  Coin,  and  it  was  a  great  abuse  to  find  Coins  bearing  the  same 
name  while  their  weight  differed 

To  reduce  the  Winchester  bushel  to  a  drinking  glass,  and  to 
call  a  glass  of  wine  a  bushel  of  wine  is  not  more  absurd  than  to 
call  that  a  pound  which  does  not  weigh  an  ounce.  It  is  from 
this  that  the  science  of  Money  has  become  so  intricate 

All  the  qualities  which  make  the  precious  metals  so  desirable 
for  equivalents  have  been  defeated  by  giving  them  denominations 
which  had  no  reference  to  their  weights  :  by  dividing  the  same 
species  into  different  masses  of  the  same  value,  as  well  as  into 
equal  masses  of  different  values.  If  we  restore  the  metals  to  their 
primitive  functions  the  subject  of  Money  becomes  quite  simple 

By  Coin  Sir  J.  Steuart  meant  pieces  of  Gold  and  Silver  of  a 
definite  weight  and  fineness.  Worn  out  and  degraded  Coin  ought 
to  be  called  Bullion  and  not  Coin 

By  Money  Sir  J.  Steuart  meant  only  the  denomination  which 
determined  a  proportion  of  value.  What  Sir  J.  Steuart  means  by 
denomination  is  often  termed  "Money  of  account."  Thus 
accounts  in  this  country  have  always  been  kept  in  "Pounds"  : 
but  the  actual  Coins  were  an  infinity  of  gold  and  silver  coins. 
So  an  account  of  so  many  "pounds"  would  in  the  last  century 
have  been  paid  in  Bank  Notes,  guineas,  silver  and  copper.  The 
"  pounds"  expressed  in  a  Bank  Note,  a  bill,  or  bond  are  denomina- 
tions of  money,  but  they  are  not  Coins  any  more  than  they  are 
bullion 

The  use  of  Money  is  to  value  goods :  and  it  consists  merely  of 
denominations  which  keep  as  exact  a  proportion  as  numbers  do. 
The  next  thing  is  to  ascertain  the  exact  value  of  these  denomina- 
tions, which  is  the  function  of  Coins 

Coins  consist  of  pieces  of  gold  and  silver,  whose  weights  and 
fineness  must  be  as  exact  in  their  proportions  as  the  denominations 
of  money.  But  Coins  which  lose  their  weight  and  fineness  become 
bullion 
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But  if  the  denomination  of  the  Coin  be  changed  without  any 
alteration  in  its  weight  and  fineness,  then  the  value  of  the 
denomination  is  changed,  but  not  the  value  of  the  Coin.  As  long 
therefore  as  such  pieces  of  Gold  and  Silver  preserve  their  weight 
and  fineness,  they  ought  to  have  the  same  denomination,  and  pass 
current  according  to  their  denomination  as  material  money.  If 
these  principles  are  adhered  to,  the  value  of  the  money  and  of  coin 
will  remain  as  invariable  as  the  nature  of  the  metals  will  permit 

The  expense  of  coining  naturally  adds  a  value  to  the  Coins 
beyond  that  of  the  metal,  and  this  value  is  in  many  cases 
arbitrary 

But  the  greatest  defect  of  material  money  arises  from  the 
rivalship  of  the  metals  themselves.  They  have  been  adopted 
equally  as  a  medium  of  commerce,  or  as  an  adequate  equivalent 
for  everything  that  can  be  bought.  And  how  can  the  value  of 
the  Coins  remain  stable  while  that  of  the  metals  varies  ? 

It  has  long  been  the  custom  in  India  to  coin  gold  and  silver 
into  pieces  of  the  same  weight  and  fineness,  as  for  example  rupees : 
and  the  gold  rupee  usually  passed  for  14  silver  rupees :  or  the 
ratio  of  gold  to  silver  was  1  to  14 

A  master,  say,  gives  his  shroff  a  salary  of  1,400  rupees :  he 
may  pay  him  in  1,400  silver  rupees,  or  in  100  gold  rupees.  Now 
suppose  that  the  price  of  gold  rises  in  the  market,  and  the  gold 
rupee  becomes  equal  to  15  rupees.  The  master  then  pays  his 
shroffs  salary  in  silver  only.  The  shroff  complains  that  he  never 
receives  gold.  The  master  says  that  he  promised  to  pay  1,400 
rupees,  and  he  does  so  :  everyone  paid  him  only  in  silver  :  and  he 
can  only  pay  in  what  he  receives.  Besides,  what  good  would  it 
do  to  pay  in  gold  ?  Says  the  shroff,  if  he  received  payment  in 
gold  he  would  melt  it  down:  and  so  with  one  gold  rupee,  he 
could  buy  15  silver  rupees  in  the  market.  So  he  lost  1  rupee  for 
every  14  he  got  in  silver  coin.  The  master  says  it  is  roguery. 
No,  the  denominations  of  gold  and  silver  coin  should  be  in  exact 
proportion  to  their  market  value  as  metals.  Now  the  14  silver 
rupees  are  no  longer  worth  a  gold  rupee,  when  the  gold  melted 
down  will  buy  15  rupees.  Thus  both  are  losers,  because  silver 
rupees  are  no  more  of  the  same  value  as  they  were  :  and  as  they 
buy  less  gold,  so  they  will  buy  less  of  other  things.  If  one  went 
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to  market,  things  would  cost  less  if  paid  in  gold  rather  than  in 
silver.  Thus  the  change  in  the  value  throws  the  whole  of  business 
into  confusion 

Sir  J.  Steuart  shows  that  if  either  gold  or  silver  coin  be 
made  the  standard,  the  other  must  be  adjusted  to  it  from  time 
to  time 

From  this  it  follows  that  in  every  country  where  revenues, 
salaries,  bonds,  and  obligations  are  given,  specified  in  one  certain 
unit  of  money,  it  is  of  the  greatest  consequence  that  the  standard 
unit  should  be  preserved  invariable 

The  Coins  of  a  country  may  be  changed  when  the  market 
value  of  gold  and  silver  changes :  but  in  all  such  changes  the 
denominations  given  to  the  new  Coins  must  preserve  an  exact 
proportion  of  value  to  the  standard  unit  of  account  by  which 
accounts  are  kept.  In  Bengal  the  unit  of  account  is  the  current 
rupee.  To  suffer  this  standard  denomination  to  be  valued  by  the 
accidental  currency  of  any  coin  is  contrary  to  principle.  The 
current  rupee,  and  not  the  sicca,  in  any  coin  whatever,  must  be 
the  standard  by  which  every  Coin  or  currency  is  to  be  valued  : 
and  no  precaution  ought  to  be  omitted  to  fix  or  ascertain  its 
own  value.  By  this  standard  all  accounts  are  kept,  and  the 
value  of  all  Coins  ascertained  at  the  Mints,  and  by  the  shroffs, 
and  if  one  invariable  standard  be  not  found,  what  security  is 
there  for  creditors  and  debtors  ? 

"Why  does  no  nation  keep  their  accounts  in  any  specific  coin  ? 
Neither  the  pound  sterling,  nor  the  denominations  of  other 
countries,  nor  the  current  rupee  in  Bengal  are  specific  coins 

The  reason  is,  that  however  at  the  first  establishment  of  any 
currency  the  capital  or  standard  money  of  account  may  have 
been  realized  in  a  specific  coin,  yet  the  variations  in  the  respec- 
tive value  of  the  metals  has  obliged  all  nations  to  depart  from 
their  first  regulations 

[But,  we  may  add,  a  much  more  potent  cause  has  been  that 
in  every  State  the  Prince  conceived  that  he  had  the  right  to 
diminish  the  weight,  and  debase  the  purity  of  the  coin  as  much 
as  he  pleased,  and  still  call  the  coin  by  the  same  name] 

Before  the  discovery  of  America,  gold  was  seldom  more  than 
10  or  11  times  as  valuable  as  silver  :  but  when  after  that  the 
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price  of  gold  rose,  Princes  would  not  add  a  little  more  weight  to 
their  silver  coin,  as  they  ought  to  have  done,  bearing  the 
denomination  of  their  standard  unit,  or  take  some  gold  from 
the  coins  of  equal  denomination  with  the  silver.  The  silver  unit 
of  the  standard  was  therefore  debased,  which  caused  the  melting 
down  and  exportation  of  the  gold,  which  became  underrated. 
Upon  finding  the  gold  become  scarce,  and  coming  no  more  to 
their  Mint,  to  encourage  its  being  brought  in,  they  raised  the 
denomination  of  the  Coin,  instead  of  taking  a  little  from  its 
weight 

Raising  the  denomination  of  the  Coin  did  not  add  to  its 
market  value  :  but  it  lowered  the  value  of  the  Denomination 

Sir  J.  Steuart  did  not  perceive  that  diminishing  the  weight  of 
the  Coin,  and  retaining  the  same  denomination  was  exactly  the 
same  principle  as  raising  the  denomination  of  the  existing 
Coin  :  and  that  while  the  latter  was  a  very  simple  process  only 
requiring  a  Royal  Proclamation,  the  former  would  have  been  a 
very  slow  and  expensive  process,  necessitating  the  calling  in  and 
recoining  of  the  whole  of  the  gold  money 

When  the  value  of  gold  rose,  more  silver  ought  to  have  been 
added  to  the  silver  coins.  But  as  this  was  an  expense  to  the 
Prince,  he  preferred  to  raise  the  denomination  of  the  Gold  Coins, 
and  by  this  he  debased  the  value  of  all  his  future  revenues 

By  the  high  rating  of  the  Gold  Mohurs  in  Bengal  in  1766, 
and  by  raising  the  denomination  of  the  sunnat  rupee  in  1771, 
without  adding  one  more  grain  weight  to  them,  the  value  of  the 
current  rupee  is  debased,  but  the  value  of  the  gold  and  silver  coin 
is  not  raised 

The  GoldMohur  of  1766  was  not  really  worth  more  than  1U 
sicca  rupees  :  or  13'34  current  rupees.  But  the  mohur  was 
raised  to  pass  for  14  sicca  rupees :  so  nobody  would  give  14  sicca 
rupees  for  this  coin  :  and  the  silver  all  disappeared  from 
circulation 

But  the  Gold  Mohur  was  reckoned  in  the  Company's  accounts 
for  14  sicca  rupees  :  or  16 '24  current  rupees.  Thus  a  Coin  passed 
for  16-24  current  rupees,  which  was  really  worth  no  more  than 
13'34.  This  was  debasing  the  value  of  the  current  rupi-u,  and 
diminishing  the  value  of  all  the  revenues  of  the  Company 
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If  a  guinea  were  raised  to  £50,  this  would  not  add  to  the 
value  of  the  guinea,  but  it  would  debase  the  pound  sterling 

By  the  regulations  of  1771  the  same  operations  were  made  on 
the  Silver  Coins  :  sunnat  rupees  were  to  be  received  as  sicca  rupees, 
so  that  100  of  these  Coins  which  were  now  equal  to  111  current 
rupees,  were  to  pass  for  116  rupees.  This  would  cause  a  great 
loss  to  the  Company's  revenues,  and  the  salaries  of  their  servants* 

Siccas,  annas  and  pice  were  all  denominations  of  weights. 
One  sicca=16  annas=179'5511  grains  Troy  :  and  one  anna=lG 
pice.  The  consequence  of  the  multiplicity  of  the  Coins  and  their 
differing  degrees  of  fineness  was  that  no  one  could  tell  the  value 
of  the  Coins  he  possessed.  No  one  could  pay  his  rent  without 
calling  in  the  aid  of  the  shroff.  Nor  could  the  Treasury  deter- 
mine the  value  of  the  Coins  paid  to  it  without  the  aid  of  a  shroff. 

In  former  times  Gold  Coins  were  left  to  find  their  market 
value  with  respect  to  silver.  The  Gold  Eupee  passed  sometimes 
for  12,  13,  14,  and  even  15  silver  rupees,  which  all  proceeded  from 
the  variations  in  the  value  of  the  metals 

But  till  1766  no  attempt  had  been  made  to  fix  a  legal  ratio 
between  the  Gold  and  Silver  coins.  The  Gold  Mohur  had  been 
coined  of  the  same  weight  and  fineness  as  the  sicca  rupee  of 
Bengal 

But  complaints  having  been  made  that  silver  was  exported 
to  China,  and  great  quantities  of  gold  being  then  in  Bengal,  either 
in  ornaments,  or  in  Coin,  or  hoarded  away,  it  was  proposed  as  an 
expedient  to  augment  the  quantity  of  specie  in  currency,  to  make  a 
coinage  of  gold,  in  which  encouragement  should  be  given  to  bring- 
gold  to  the  mint  from  its  secret  places,  and  from  foreign  countries. 

But  the  Government  did  not  consider  that  every  encourage- 
ment given  to  Gold  in  preference  to  Silver  occasioned  the  melting 
down  and  exportation  of  the  Silver  Coin.  The  only  encourage- 
ment possible  to  be  given  to  the  Gold  Coin  was  to  rate  it  higher 
than  the  market  value  of  the  Silver  Coin  :  i.e.,  to  overrate  the 
Gold  Coin  in  payment,  so  that  every  one  should  pay  in  Gold 
rather  than  in  Silver.  The  consequence  of  the  measures  of  the 
Government  was  to  overrate  the  Gold  Coin  by  17^  per  cent.  The 
same  doctrines  were  then  current  in  England  :  the  only  effect  of 
which  was  to  debase  the  value  of  the  Silver.  In  proportion  as 
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we  raise  the  denomination  of  a  Coin  above  its  market  value  we 
debase  the  value  of  such  denomination,  and  promote  the  exporta- 
tion of  what  is  undervalued.  If  guineas  were  raised  t 
shillings  in  denomination :  or  if  the  Mint  coined  46  guineas 
instead  of  44^,  out  of  a  pound  of  gold,  this  would  debase  the  value 
of  the  pound  sterling 

The  pound  sterling  would  then  be  only  worth  f  f  of  a  guinea 
instead  of  f  {  .  By  this  means  the  Bank  would  gain  -±-  upon  all 
guineas  they  might  then  have  in  their  coffers.  But,  on  the 
other  hand,  they  lose  -^  of  the  interest  Government  pays  them 
on  their  stock  :  or  £15,000  a  year  in  perpetuity 

These  effects  took  place  in  Bengal.  If  the  Gold  Mohurs  had 
been  made  legal  tender  at  that  rate,  the  whole  Silver  would  have 
disappeared  :  and  the  current  rupee  would  have  drawn  its  value 
from  the  mohur  (as  the  pound  sterling  now  draws  its  value  from 
the  guinea)  and  consequently  have  lost  17?>  per  cent,  of  its  value. 
Thus  the  Company  must  have  lost  every  year  for  ever  for  the 
sake  of  making  a  present  of  17  J  per  cent,  to  the  shroffs  upon 
the  first  issuing  of  the  Coin 

For  a  similar  reason  the  pound  sterling  has  been  debased, 
first  by  allowing  guineas  to  pass  for  '21s.  which  are  worth  no  more 
than  20s.  [20s.  8f?.]  in  proportion  to  our  sterling  Silver  Coin: 
and  then  by  suffering  light  guineas,  which  are  many  of  them 
worth  only  18s.  to  pass  for  21s.  The  similarity  of  circumstances 
in  England  and  Bengal  with  respect  to  the  over-rating  of  gold  is 
a  further  apology  for  this  monstrous  abuse.  One  pound  sterling 
in  new  guineas,  if  compared  with  our  standard  Silver  Coin,  has 
indeed  lost  only  5  per  cent.  The  current  rupee  lost  for  a  time 
17^  per  cent.,  but  then  the  greatness  of  the  loss  roused  the 
Indians  and  forced  the  Company  to  desist 

The  doctrines  of  Sir  J.  Steuart  with  respect  to  the  attempt 
to  maintain  a  fixed  legal  ratio  between  Gold  and  Silver  Coins 
issued  in  unlimited  quantities  are  admirable,  and  in  entire 
agreement  with  those  of  Oresme,  Copernicus,  Gresham,  Petty, 
and  Locke  :  and  as  there  is  no  reason  to  suppose  that  lie  was 
acquainted  with  their  works,  it  shows  that  clear  and  powerful 
minds  arguing  on  the  same  state  of  facts  come  to  exactly 
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the  same  conclusions  independently  of  each  other.  We 
cannot  say  the  same  of  his  proposed  remedy  that  the  Coins  should 
be  altered  in  their  weights  from  time  to  time  to  meet  the  altera- 
tions in  the  market  value  of  the  metals.  Such  a  plan  is  absolutely 
impracticable.  It  would  possess  no  element  of  stability.  Every 
change  in  the  market  value  of  the  metals  would  require  a  fresh 
calling  in  and  recoining  of  the  Coinage,  at  an  expense  and  worry 
which  no  country  could  stand.  All  other  remedies  being 
exhausted,  there  is  no  resource  but  to  adopt  Petty  and  Locke's- 
plan  of  Monometalism  :  and  we  conclude  that  Sir  J.  Steuart  was 
not  acquainted  with  Locke's  treatise,  because  if  he  had  been,  so 
able  and  clear-sighted  a  man  could  not  have  failed  to  perceive 
that  it  is  the  only  possible  remedy  in  the  case 

In  consequence  of  Sir  J.  Steuart's  treatise,  regulations  were 
made  in  1772  to  make  the  gold  mohurs  receivable  at  the  public 
treasuries,  and  in  all  public  payments  throughout  the  provinces, 
at  the  rate  of  16  sicca  rupees  :  to  make  them  legal  tender  in  all 
private  transactions  :  and  to  impose  a  duty  on  all  gold  bullion 
sent  to  the  Mint  to  be  coined,  so  as  to  prevent  too  large  a 
quantity  of  coin  getting  into  circulation,  and  to  diminish  the 
advantage  derived  from  importing  it  in  preference  to  silver 

But  still  this  was  not  satisfactory  :  and  further  regulations 
were  made  in  1773,  saying  that  the  principal  districts  in  Bengal, 
Behar  and  Orissa,  had  each  a  distinct  silver  currency  which  was 
the  standard  in  their  respective  districts  :  this  caused  great  con- 
fusion and  loss  to  the  ryots.  The  regulation  then  enacted 
measures  for  superseding  all  other  silver  currency  in  Bengal  by 
the  nineteenth  sun  sicca  rupee.  The  regulation  then  said  that 
the  rules  by  which  the  gold  coin  had  been  regulated  had  produced 
evils  similar  to  those  which  prevailed  with  regard  to  the  silver 
coin 

The  Government  of  the  East  India  Company  had  good  cause  to 
complain  of  the  multiplicity  of  the  gold  and  silver  coins  that  were  in 
circulation,  and  the  serious  losses  they  sustained  by  their  continual 
variations  in  value,  as  at  that  time  there  were  139  different 
kinds  of  gold  mohurs :  61  different  kinds  of  gold  pagodas 
or  huns  :  24  different  kinds  of  fanams :  and  59  different 
kinds  of  foreign  gold  coin  :  also  556  different  kinds  of  silver 
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rupees  :  and  155  different  kinds  of  foreign  silver  coin  in 
circulation  in  India  :  differing  in  weight  and  fineness.  These 
vast  numbers  of  coins  were  not  attempted  to  be  tied  together  by 
any  fixed  legal  ratio  :  as  indeed  would  have  been  obviously  im- 
possible, as  they  were  issued  by  a  multitude  of  independent 
princes,  who  claimed  the  right  of  coining,  in  the  decadence  of  the 
Mogul  Emperors,  and  if  they  had  been  so,  the  greater  number 
would  have  disappeared  from  circulation.  But  they  were  con- 
tinually varying  in  their  market  value  :  and  consequently  the 
difficulty  of  rating  them  in  any  system  of  accounts  was  enormous. 
In  fact  no  one  knew  the  value  of  the  coins  they  possessed.  All 
payments  had  to  be  made  by  the  intervention  of  shroifs,  which, 
of  course,  opened  the  door  to  abundance  of  fraud 

The  Government  were  still  in  a  state  of  perplexity  at  the 
failure  of  their  attempt  to  establish  a  fixed  legal  ratio  between 
the  coins  of  different  metals — or  in  other  words  Bimetalism — 
when  Lord  Liverpool's  Treatise  on  the  Coins  of  the  realm  was 
published  in  1805 


The  Governor-General  of  India  in  Council  utterly  condemns 
Bimetalism 

Lord  Liverpool's  Treatise  on  the  Coins  of  the  Realm 
reached  India  in  the  beginning  of  1806.  At  that  time  the 
Finances  of  the  Government  were  greatly  troubled  by  the  fact  that 
large  amounts  of  Gold  and  Silver  Coin  were  in  circulation,  whose 
relative  value  was  constantly  varying.  The  Governor-General 
in  Council  took  the  whole  subject  of  the  Coinage  of  India  into 
consideration,  and  issued  a  Minute  on  the  25th  of  April,  1806, 
to  the  Governments  of  Madras  and  Bombay  on  the  whole  question. 

We  lay  before  our  readers  the  part  of  this  important  Minute 
relating  to  Bimetalism  in  full,  because  it  is  of  decisive  weight, 
and  it  has  never  been  made  public  before  :  and  we  are  only 
enabled  to  do  so  by  the  courtesy  of  the  India  Office 

The  Minute  begins  by  stating  the  serious  losses  which  had 
been  incurred  by  the  different  Presidencies  in  India  from  177'.»  to 
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1802,  in  consequence  of  the  circulation  of  so  many  denomina- 
tions of  Gold  and  Silver  coins  of  different  values  in  different 
districts.  The  losses  from  these  circumstances  had  on  investiga- 
tion proved  to  have  been  far  in  excess  of  their  expectation 

They  then  enunciated  a  scheme  for  a  uniform  system  of  Gold 
and  Silver  Coinage  throughout  their  whole  possessions 

"We  now  give  the  part  of  the  Minute  relating  to  Bimetalism 
verbatim 

"  In  the  prosecution  of  our  inquiries  we  have  referred  to  a 
Letter  from  the  Earl  of  Liverpool  to  the  King  on  the  Coins  of 
the  Realm  (lately  published),  copies  of  which  we  transmit  with 
the  present  despatch.  We  think  his  Lordship  has  established 
the  principle  that  the  '  Money  or  Coin  which  is  to  be  the  principal 
measure  of  property  ought  to  be  of  one  metal  only.'  In  applying 
this  argument  to  a  Coin  for  general  use  in  India,  there  cannot  be 
a  doubt,  in  our  opinion,  that  such  Coin  must  be  of  Silver  " 

Then  follow  details  of  the  new  system  of  Coinage  proposed, 
which  we  omit,  as  not  affecting  the  general  principle  of  the 
question.  They  then  continue — 

"  It  is  our  opinion,  supported  by  the  best  authorities,  and 
proved  by  experience,  that  Coins  of  Gold  and  Silver  cannot 
circulate  as  legal  tenders  of  payment  at  fixed  relative  values  as  in 
England  and  in  India,  without  great  loss :  this  loss  is  occasioned 
by  the  fluctuating  value  of  the  metals  of  which  the  Coins  are 
formed.  A  proportion  between  the  Gold  and  Silver  Coins  is 
fixed  by  law,  according  to  the  Value  of  the  Metals,  and  it  may  be 
on  the  justest  principles  :  but,  owing  to  a  change  of  circumstances, 
Gold  may  become  of  greater  Value  in  relation  to  Silver  than  at 
the  time  the  proportion  was  fixed  :  it,  therefore,  becomes  profitable 
to  exchange  Silver  for  Gold,  so  the  coin  of  that  metal  is  with- 
drawn from  circulation  :  and  if  Silver  should  increase  in  its 
value  in  relation  to  Gold,  the  same  circumstances  would  tend  to 
reduce  the  quantity  of  Silver  coin  in  circulation.  As  it  is 
impossible  to  prevent  the  fluctuation  in  the  value  of  the  metals,  so 
it  is  equally  impracticable  to  prevent  the  consequences  thereof  on  the 
Coins  made  from  these  metals 

From  these  circumstances  the  Coin  of  England  has  been  much 
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disordered,  and  the  papers  referred  to  have  plainly  shown  the 
losses  and  inconveniences  experienced  in  India  from  similar 
causes.  The  loss  in  Bengal  was  certainly  enhanced  by  giving  to 
the  Gold  Coin  at  the  period  of  its  issue  an  improper  Value  in 
relation  to  the  Silver  Coin.  Loss  and  inconvenience  have  been 
occasioned  at  Madras  by  the  contrary  error,  where  the  Silver 
Coin  was  rated  at  too  high  a  Value  in  relation  to  the  Gold  Coin. 
J»ut  there  is  a  radical  defect  in  the  principle  itself  of  giving  a  fixed 
value  to  metals  in  Coin,  that  are  in  their  nature  subject  to  continual 
change:  because  the  metals  being  articles  of  commerce,  their 
value  will  fluctuate  with  the  demand.  Had  the  nicest  proportion 
been  fixed  between  the  Gold  and  Silver  Coins  of  Bengal  and 
Madras  at  the  time  of  their  issue,  yet  the  first  alteration  in  the 
price  of  the  metals  would  have  occasioned  the  Batta  (premium) 
so  much  complained  of,  though  such  Batta  had  not  existed  before. 
The  alteration  in  the  value  of  the  metals  in  Europe  has  been  the 
principal  cause  of  the  present  state  of  the  English  Silver 
Currency :  a  debased  and  counterfeit  money  having  been  intro- 
duced into  circulation,  which  does  not  possess  above  one-third  of 
the  intrinsic  value  of  the  legal  Coin  of  the  realm.  To  adjust 
the  relative  values  of  the  Gold  and  Silver  Coins  according  to  the 
fluctuations  in  the  value  of  the  metals  would  create  continual 
difficulties,  and  the  establishment  of  such  a  principle  would  of 
itself  tend  to  perpetuate  the  inconvenience  and  loss 

"  It  is  from  a  consideration  of  these  circumstances  that  we 
have  been  induced  to  conclude  that  our  Gold  Coin  should  not  be 
forced  into  circulation  at  a  fixed  value  in  regard  to  the  Silver 
Coin,  but  left  to  find  its  own  level  according  to  the  usefulness  it 
may  possess  as  a  Coin,  being  issued  according  to  the  market  value 
of  the  metals,  and  received  by  our  officers  in  the  same  manner. 
From  this  regulation  no  other  loss  could  be  suffered  by  the 
Company  or  the  Public  than  what  might  be  occasioned  by  the 
varieties  in  the  prices  of  the  metals :  and  it  is  not  to  be  appre- 
hended that  these  prices  could  be  materially  affected  by  any 
artifice,  or  device,  as  there  could  not  be  a  quantity  of  Gold  Coin 
in  circulation  much  beyond  the  wants  of  the  community 

"  The  contrary  practice  of  forcing  the  Gold  Coin  into  circula- 
tion, on  the  plea  of  a  want  of  Silver  Currency  in  Bengal,  has  had 
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the  effect  of  reducing  the  value  of  the  Gold  Coin  by  its  abundance 
beyond  the  difference  in  its  real  value,  and  increasing  the  Batta 
accordingly.  We  do  not  imagine  that  any  very  considerable 
quantity  of  Gold  Coin  will  obtain  circulation  in  Bengal,  and 
although  it  has  been  alleged  a  Gold  Coin  is  necessary  to  supply 
the  place  of  the  Silver  Coin  which  frequently  disappears  almost 
as  soon  as  issued,  yet  it  must  be  remembered  no  regulation  or 
expedient  can  be  devised  to  keep  the  Coin  in  any  country  where 
the  Balance  of  Trade  is  against  it,  and  where  to  this  principal 
cause  of  a  deficiency  in  the  Circulating  Medium  is  added  a 
prevailing  disposition  on  the  part  of  the  people  to  hoard  the  Silver 
Coin  :  where  these  circumstances  exist,  all  attempts  to  force  a 
Gold  Coin  where  Silver  only  is  the  common  medium  will  be 
attended  with  loss  and  disappointment 

"  We  do  not  apprehend  any  difficulty  can  attend  the  intro- 
duction of  a  Gold  Coin  into  Bengal,  on  the  principle  that  it 
should  pass  at  its  market  value  in  relation  to  Silver,  without 
having  any  fixed  relative  value  set  upon  it,  neither  are  we  aware 
of  any  impediment  to  the  measure  at  Bombay.  In  respect  to 
those  countries  under  the  Government  of  Madras,  where  Gold 
Coins  are  the  principal  Currency  money  of  account,  and  the 
measure  by  which  the  pay  of  the  troops  is  generally  calculated, 
some  further  consideration  appears  necessary 

"  We  have  before  stated  our  opinion  that  Silver  should  be  the 
universal  money  of  account,  and  that  all  our  public  accounts 
should  be  kept  in  the  same  denomination  of  rupees,  annas,  and 
pice.  The  Committee  of  Reform  recommended  this  plan  for 
Madras,  that  their  accounts  might  be  assimilated  as  much  as 
possible  to  the  Government  accounts  of  Bengal  and  Bombay 

After  some  details  of  the  new  Coins  to  be  issued,  the  Minute 
proceeds — 

"  Our  recommendation  of  the  Gold  Coin  passing  generally  at 
its  market  price,  the  Silver  Coin  only  being  the  measure  of  value, 
may,  we  conceive,  be  carried  into  effect  with  great  facility,  in  con- 
sequence of  both  Coins  possessing  the  same  denomination,  weight 
and  fineness :  as  also  being  alike  divided  into  halves  and  quarters. 
For  an  example,  we  have  supposed  variations  may  take  place  in 
the  values  of  the  metals  from  14  to  1  to  15j  to  1,  and  it  will 
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be  seen  that  the  value  of  any  division  of  the  Gold  Rupee  is 
found  in  rupees  and  annas,  only  on  the  presumption  that  the 
market  values  of  the  metals  will  not  vary  in  proportions  beyond 
or  under  one  quarter 

"  "\Ve  have  thus  stated  our  opinion  in  the  view  of  its  being 
unnecessary  to  continue  a  fixed  relative  value  between  the  Gold 
and  Silver  Coins  :  it  appears  to  us  no  such  necessity  can  exist  in 
regard  to  Bengal  and  Bombay,  and  we  hope  no  such  measure  will 
be  found  necessary  at  Madras  :  but  should  our  Governments, 
who  are  assured  by  the  most  competent  judges,  be  of  opinion 
that  local  circumstances  render  it  proper  to  fix  a  relative  value 
between  the  Coins  at  Madras,  the  plan  we  have  detailed  seems 
capable  of  being  carried  into  effect  in  this  respect  also  with  much 
ease.  On  the  supposition  of  the  quarter  Gold  Eupee  supplying 
the  place  of  the  Star  Pagoda,  at  the  value  of  3J  new  rupees,  the 
proportion  of  Gold  to  Silver  is  as  1  to  14,  which  is  very  near  the 
proportion  recommended  from  Madras  of  1  to  14  J 

"  Having  stated  our  views  concerning  a  general  Currency  for 
British  India,  we  deem  it  unnecessary  to  make  any  observations 
on  the  advantages  attending  such  a  measure,  as  our  Governments 
abroad,  by  constant  experience  of  the  manifold  evils  of  the  present 
system,  are  fully  competent  to  appreciate  the  benefits  that  would 
result  from  the  adoption  of  a  plan  whereby  a  Coin  of  one  standard 
weight  and  fineness  would  become  exclusively  current  as  the 
general  measure  of  value  " 

Resolutions  of  Parliament  as  to  the  Silver  Coinage 

On  the  30th  May,  1816,  Mr.  Wellesley  Pole,  Master  of  the 
Mint,  moved  resolutions  in  the  House  of  Commons  relating  to 
the  Silver  Coinage,  in  answer  to  a  message  from  the  Prince  Regent. 

He  said  that  the  Exchanges  w-ere  now  in  our  favor,  the  high 
price  of  bullion  which  had  existed  during  the  war  was  now  at  an 
end,  and  the  precious  metals  were  now  at  their  natural  level. 
Silver  was  then  rather  under  the  Mint  Price,  and  Gold  very  near 
it.  It  was  therefore  a  fitting  time  to  undertake  a  recoinage,  and 
place  it  on  such  a  footing  as  to  enable  us  to  return  to  a  metallic 
Currencv 
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The  standard  Coin  of  the  realm,  the  measure  of  value,  had 
originally  been  silver,  but  in  course  of  time  gold  had  been 
introduced  as  a  convenient  measure.  As  the  use  of  gold  coins 
had  extended,  the  difficulty  of  regulating  the  relative  price  of  the 
two  metals  to  each  other,  as  well  as  regulating  the  price  of  the 
Coins  to  their  respective  metals,  began  to  be  seriously  felt,  and 
many  alterations  had  been  made  from  time  to  time  in  the  gold 
money  in  the  hope  of  keeping  the  coins  of  both  metals  in  circu- 
lation. The  guinea,  coined  by  Charles  II.  in  1663,  Avas 
denominated  a  20s.  piece  in  the  Mint  indenture.  But  as  Silver 
was  then  considered  as  the  measure  of  value,  the  gold  coins 
varied  from  the  rate  fixed  by  the  Mint  indenture,  according  to  the 
price  of  Gold  Bullion  in  the  market.  The  effect  of  this  was  to 
drive  the  good  heavy  milled  silver  coins  to  the  melting  pot,  and 
to  encourage  the  clipping  and  defacing  of  the  remaining  Silver 
Coins.  The  commerce  of  the  country  was  greatly  disturbed  in 
consequence.  The  true  cause  of  this  was  attempting  to  make 
both  coins  equally  current  at  a  fixed  legal  ratio,  while  it  was 
impossible  to  prevent  their  fluctuating  in  price,  and  so  throwing 
the  whole  circulation  of  the  country  into  confusion 

Experience  showed  that  it  was  not  expedient  to  allow  Coins  of 
both  metals  to  be  equally  legal  tender  to  an  unlimited  amount. 
It  had  become  the  opinion  of  all  the  eminent  men  who  had 
recently  written  on  the  subject  that  there  should  be  but  one 
standard  measure  of  value.  Sir  William  Petty,  Mr.  Locke  and 
Mr.  Harris  were  agreed  upon  this.  They  all  agreed  that  the 
standard  money  cannot  be  made  of  two  metals  whose  value  with 
respect  to  each  other  was  constantly  changing.  Hence  only  one 
metal  is  fit  to  be  made  standard  money  and  the  measure  of 
commerce.  These  opinions  had  been  corroborated  by  Mr.  Alcorne, 
Adam  Smith,  Lord  Liverpool,  and  the  Bullion  Committee.  All 
these  authorities  agreed  that  the  standard  measure  of  value  and 
the  standard  coin  of  the  realm  should  be  of  only  one  metal.  He 
believed  such  to  be  the  universal  opinion 

There  had  been  controversy  as  to  which  should  be  the  standard 
metal.  Locke  and  Harris  were  of  opinion  that  silver  should  be 
the  standard,  but  they  gave  no  reason  for  it.  But  Lord  Liverpool 
\vas  in  favor  of  gold,  and  he  believed  that  if  Locke  had  been 
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living  theu,  he  would,  from  the  change  of  circumstances,  have 
been  of  the  same  opinion.  After  the  great  recoiuage  by  William 
III.,  gold  had  nearly  driven  silver  out  of  circulation.  The 
public  considered  both  metals  to  be  equally  the  standard  coin  of 
the  realm  ;  but  as  the  relative  price  of  the  metals  was  constantly 
changing,  it  was  impossible  that  Coins  of  both  metals  should 
continue  in  circulation.  The  gold  being  overrated,  the  silver 
disappeared.  All  the  distress  and  difficulty  which  had  caused 
the  great  recoinage  in  1G95  reappeared.  Sir  Isaac  Newton,  to 
whom  the  matter  was  referred,  showed  that  the  legal  ratio  of 
gold  to  silver  was  too  high,  as  compared  with  their  market  value 
throughout  the  world.  At  that  time  guineas  were  current  at 
£1  Is.  Qd.  :  but,  according  to  the  market  value  of  the  metals,  the 
value  of  the  guinea  was  only  about  one  pound  and  sixpence  or 
eightpence.  Consequently  he  considered  it  was  overrated  by 
lOd.  or  a  shilling.  He,  however,  proposed  that  it  should  be 
lowered  sixpence  as  an  experiment,  which  was  accordingly  done 
in  December,  1717.  By  this  gold  was  for  the  first  time  made  a 
legal  measure  of  value.  Except  in  the  two  Acts  of  Parliament 
in  1G95,  gold  had  been  entirely  neglected  by  the  Government, 
and  it  had  always  been  coined  by  the  Mint  indenture  to  represent 
a  20s.  piece.  But  in  1718  it  was  rated  at  21s.  in  the  Mint 
indenture,  and  since  then  it  had  become  in  fact  the  standard 
measure  of  value,  and  has  always  been  so  considered,  not  only  at 
home,  but  in  the  foreign  exchanges,  and  the  gold  coins  had  never 
since  fluctuated  in  price.  Silver  since  then,  instead  of  being  the 
standard,  had  come  to  be  considered  merely  as  subordinate  both 
at  home  and  abroad.  This  was  in  effect  changing  the  standard, 
and  limiting  it  to  a  single  metal.  The  silver  coinage  continued 
to  disappear,  and  had  never  recovered  the  shock  it  received  in 
1717.  From  1717  to  the  present  time  it  had  been  found  im- 
practicable to  attempt  a  silver  coinage.  The  dread  of  the 
competition  of  the  coins  of  the  two  metals,  if  they  circulated 
together  as  the  standard  coin  of  the  realm,  and  as  equally  legal 
tender  to  an  unlimited  amount,  and  the  fate  of  the  silver  coinage 
of  1695,  had  deterred  the  Government  from  such  an  attempt, 
and  during  the  whole  of  the  century  only  £649,000  in  silver  had 
been  coined,  and  in  the  fifty-six  years  of  the  present  reign  only 
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£64,500  had  been  coined.  Thus  it  had  become  excluded  from 
all  large  payments,  and  it  was  merely  used  as  small  change  for 
the  gold  coins 

Gold  having,  in  the  opinion  and  practice  of  the  public, 
become  the  standard  measure  of  value,  and  all  our  exchanges 
being  calculated  by  common  consent  with  reference  to  the  gold 
coins,  they  had  become  much  deteriorated  by  1773,  and  seriously 
affected  the  exchanges.  All  the  old  gold  coin  was  called  in  and 
recoined,  and  it  was  enacted  that  in  future  it  should  only  be 
current  by  weight,  and  that  if  it  had  lost  one  grain  of  its  weight 
it  should  cease  to  be  current.  The  effect  of  this  on  the  Exchanges 
was  most  beneficial.  The  Exchanges,  which  had  been  previously 
adverse,  immediately  turned  in  our  favor.  From  this  period  till 
1797  there  had  been  little  or  no  fluctuation  in  the  price  of  gold, 
and  all  the  previous  inconveniences  disappeared 

He  therefore  contended  that  gold  was  in  fact  the  standard 
coin  of  the  realm,  and  that  it  wras  fit  that  it  should  be  so.  That 
Parliament  also  held  the  same  opinion  was  obvious,  because  as 
soon  as  the  reform  of  the  gold  coin  was  completed  in  1774,  it 
was  enacted  that  Silver  should  not  be  legal  tender  in  coin,  or  by 
tale,  for  more  than  £25,  and  for  all  sums  above  that  it  was  only 
to  be  tendered  as  bullion  by  weight  at  the  rate  of  5s.  2d.  per 
ounce.  This  had  been  continued  till  1798,  when  Lord  Liverpool 
advised  that  the  coining  of  silver  should  be  prohibited  until  the 
whole  subject  was  considered  by  a  Committee  of  the  Privy 
Council.  An  Act  to  that  effect  was  passed 

Mr.  Wellesley  Pole  then  stated  the  principles  upon  which 
the  new  Coin  was  to  be  regulated.  If  gold  was  to  be  adopted 
as  the  sole  legal  standard  Coin,  silver  might  be  coined  of 
the  established  fineness,  but  a  slight  diminution  might  be 
made  in  their  weight,  so  that  it  might  not  be  exported.  It 
might  then  be  made,  as  Adam  Smith  had  suggested,  legal 
tender  for  not  more  than  a  guinea,  in  the  same  manner  as 
copper  was  legal  tender  for  not  more  than  a  shilling.  If  the 
]  ound  Troy  of  silver  was  coined  into  66s.  instead  of  (52s.,  and  the 
difference  between  the  two  retained  as  a  seignorage,  he  thought 
that-  such  a  coinage  would  answer  all  the  purposes  of  change. 
This  would  raise  the  value  of  Coin  above  Bullion  about  6  per  cent. 
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Bullion  must  rise  so  much  above  the  Mint  price  before  Coin  could 
be  brought  upon  a  par  with  it :  this  he  hoped  would  be  a  sufficient 
protection  to  keep  the  Coin  in  circulation.  Thus  silver  would 
circulate  merely  as  small  change  for  gold.  He  should  propose  to 
limit  the  legal  tender  of  the  new  Silver  Coin  to  two  guineas. 
This,  he  conceived,  would  answer  every  purpose  of  convenience,  and 
guard  against  the  possibility  of  any  traffic  in  the  Coins  of  the 
different  metals,  be  the  price  of  bullion  what  it  might.  The 
seignorage  of  four  shillings  out  of  66  would  pay  the  expense  of 
the  coinage,  which  was  estimated  at  2^  per  cent.,  and  leave  a 
profit  to  government  of  3^  per  cent. 

The  resolutions  to  that  effect  were  then  agreed  to,  and  the 
same  evening  similar  resolutions  were  agreed  to  by  the  House  of 
Lords 

In  pursuance  of  these  resolutions  the  great  Recoinage  Act 
Statute,  1816,  chap.  68,  was  passed,  which  established  our  present 
system  of  Coinage,  the  triumphant  success  of  which,  while  most 
other  countries  were  disturbed  by  Coinage  troubles,  has  proved 
itself  to  "be  the  most  perfect  system  of  Coinage  ever  devised  by  the 
ingenuity  of  man 

By  this  Act  the  Silver  Coins  were  made  legal  tender  for  any 
sum  not  exceeding  40s. 

The  Xew  Coinage  was  issued  in  1817.  The  Coinage  of 
guineas  was  discontinued,  and  Sovereigns  of  the  value  of  20s. 
were  made  the  standard  coin,  and  legal  tender  to  an  unlimited 
amount 

Debate  on  Bimetalism  in  the  House  of  Commons 

On  the  8th  of  June,  1830,  Mr.  Attwood,  who  was  famous 
for  his  Currency  fads,  brought  forward  a  motion  in  the  House  of 
Commons  to  re-establish  Bimetalism.  Silver  had  then  diminished 
in  value  about  5  per  cent,  from  the  Mint  ratio  in  1816,  which  was 
1  to  15| :  in  1830  it  was  1  to  16 

Mr.  Attwood  made  an  immensely  long  speech,  abounding  with 
historical  inaccuracies  and  misconceptions,  containing  neverthe- 
less a  certain  modicum  of  truth.  He  fully  admitted  the  Law  of 
Gresham,  that  people  always  pay  their  debts  in  the  cheapest 
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medium  :  and  he  stated  that  it  was  the  express  purpose  of  his 
motion  to  allow  persons  who  had  contracted  their  debts  in  Gold 
to  pay  them  in  Silver,  which  had  diminished  5  per  cent,  in 
value.  He  moved  that  the  Coinage  should  be  restored  to  its  old 
position  in  1797 — That  it  was  expedient  to  repeal  so  much  of  the 
Act  56,  Geo.  III.,  c.  68,  as  declared  Gold  coins  to  be  the  only 
legal  tender  in  payment  of  all  sums  beyond  the  amount  of  40s., 
and  to  establish  Gold  and  Silver  coins  of  the  realm,  coined  in  the 
relative  proportion  of  15r2^¥9o  Ibs.  weight  of  sterling  silver  to 
1  Ib.  of  sterling  gold,  as  legal  tender  for  all  money  engagements, 
as  directed  and  ordered  by  the  proclamation  of  the  4th  Geo.  I. 

Mr.  Herries,  the  Master  of  the  Mint,  in  the  course  of  his 
reply,  said  that  he  would  not  detain  the  House  with  details  upon 
a  part  of  the  question  which  did  not  call  for  them,  but  it  would 
be  sufficient  to  observe  that  it  was  perfectly  well  known  that  the 
proportion  in  which  these  two  metals  interchanged  then  in  the 
market  of  the  world  was  essentially  different  from  the  proportion 
of  1798.  In  fact  the  hon.  gentleman  had  admitted  this  :  nay, 
the  hon.  gentleman  had  gone  further,  and  told  them  that  the 
difference  was  as  much  as  5  per  cent.  This  was  not  quite  cor- 
rect :  the  difference  was  not  quite  so  great  :  but  take  it  to  be  as 
the  hon.  gentleman  had  stated  it,  and  to  what  result  did  it  lead 
them  ?  Why  the  hon.  gentleman,  ingenious  as  he  was — practical 
as  he  boasted  himself  to  be — had  gravely  and  seriously  recom- 
mended that  the  Legislature  should  make  Gold  and  Silver  equally 
a  legal  tender  at  the  old  Mint  prices,  although  in  the  very  same 
breath  he  acknowledged  that  these  metals  differed  in  value  from 
these  prices  as  much  as  5  per  cent.  He  ivould  venture  to  say 
that  such  a  proposal  had  never  before  been  seriously  made. 
The  hon.  gentleman  had  with  great  pains  and  minuteness  traced 
the  history  of  our  Currency,  and  had  told  them  how  our  ancestors- 
had  been  obliged  from  time  to  time  to  adjust  the  value  of  these 
two  metals,  in  order  to  keep  them  both  legal  tenders.  Indeed 
this  was  the  whole  object  of  Sir  Isaac  Newton's  tables  :  but  the 
hon.  gentleman  derided  the  wisdom  of  Sir  Isaac  Newton,  and  in 
defiance  of  all  these  facts,  of  which  by  his  speech  he  had  proved 
himself  to  be  cognizant,  not  ignorant,  he  had  said — "  Let  the  two 
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metals  be  a  common  teuder,  and  let  the  debtor  pay  in  which  he 
pleases  .  .  . 

"  Suppose  the  resolution  of  the  hon.  gentleman  to  be  agreed 
to,  what  would  be  the  inevitable  result  ?  Why  it  would  be  pro- 
claimed to-morrow  from  one  end  of  the  country  to  the  other — he 
need  not  specify  how — that  this  House  had  come  to  a  resolution 
the  effect  of  which  might  be  shortly  stated  thus — namely,  that 
every  man  who  had  claims  payable  on  demand,  every  man  who  held 
notes  of  small  or  great  value,  every  man  who  had  debts  outstanding, 
would,  if  he  secured  the  amount  of  what  was  due  to  him  before 
the  resolution  passed  into  Law,  get  the  whole  of  his  money : 
whereas,  if  he  delayed  beyond  that  period,  he  would  only  get  £95 
for  every  £100.  It  was  terrible  to  reflect  upon  the  consequences 
which  must  follow.  What  would  become  of  the  Bank  of  Eng- 
land— what  would  become  of  every  banking  house  in  the 
Kingdom — what  would  become  of  all  debtors  who  were  liable  to 
pay  upon  demand  all  that  they  owed  ?  Would  not  all  transac- 
tions of  commerce  be  suspended,  and  the  luhole  country  present 
one  continued  scene  of  confusion,  consternation,  and  ruin,  when 
the  House  of  Commons  proclaimed  to  all  who  had  debts  due  to 
them,  that  if  they  did  not  collect  them  on  the  instant  they  would 
assuredly  be  losers  to  the  amount  of  5  per  cent  ?  "  After  reply- 
ing at  great  length,  Mr.  Herries  concluded  by  saying — "  He 
could  not  consent  to  a  motion  which  he  felt  would  succeed,  before 
the  setting  of  the  next  sun,  in  creating  a  panic  and  confusion 
such  as  could  not  be  described,  and  which  it  would  then  be  too 
late  to  remedy  " 

Mr.  Huskisson  strongly  opposed  the  motion  :  he  said  that  "  he 
entirely  acquiesced  in  the  opinion  already  given  by  the  Master  of 
the  Mint,  as  the  measure  ivould  ~be  productive  of  'bankruptcy  and 
ruin.  He  altogether  concurred  with  the  Master  of  the  Mint  in 
thinking  that  if  the  House  agreed  to  this  resolution  to-night 
there  would  be  a  general  panic  among  the  people  to-morrow  t  and 
that  before  the  lapse  of  a  week  it  ivas  probable  there  ivould  not 
be  a  sovereign  remaining  in  the  country  " 

Sir  Robert  Peel  thoroughly  agreed  with  Mr.  Herries  and  Mr. 
Huskisson.  It  was  impossible  that  the  scheme  suggested  could 

VOL.  II.,  PART  1  I 
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be  productive  of    any   good   whatever The  proposition 

carried  its  own  refutation  on  the  face  of  it,  for  it  could  not  be 
acted  on  before  a  month  from  the  then  time,  so  that  the  creditor 

might  clearly  take  advantage  of  the  interval The  notion 

of  a  double  standard  was  totally  fallacious,  and  would  be  found 
impracticable  in  effect,  nor  had  it  ever  for  a  moment  been  enter- 
tained by  Mr.  Locke  nor  any  others  who  had  advocated  a  silver 

standard If  they  were  to   act   as   the   hon.   gentleman 

recommended,  in  the  event  of  a  panic  there  would  be  a  simul- 
taneous call  for  gold  .  ...  all  would  turn  to  confusion,  and 
public  rum  must  be  the  consequence  " 

The  motion  was  negatived  without  a  division 

Mr.  Herries,  Mr.  Huskisson,  and  Sir  Robert  Peel  were  the 
three  ablest  financiers  of  the  day.  They  lived  at  the  time  of  the 
institution  of  our  present  system  of  Coinage,  and  they  were  per- 
fectly aware  of  all  the  circumstances  and  reasonings  which  ren- 
dered the  former  system  hopelessly  impracticable,  and  which  led 
to  its  abandonment  . 

If  they  were  unanimously  agreed  that  an  attempt  to  re- 
establish Bimetalism,  when  the  diminution  in  the  value  of  silver 
was  only  5  per  cent.,  would  produce  a  national  bankruptcy  in 
24  hours,  what  would  be  the  result  at  the  present  day,  when  the 
diminution  in  the  value  of  silver  has  nearly  reached  50  per  cent, 
already,  with  every  prospect  of  its  going  still  lower  ?  At  the 
present  day  debtors  would  be  enabled  to  discharge  their  debts  at 
the  rate  of  about  10s.  in  the  pound,  and  if  Parliament  gave  signs 
of  seriously  intending  that  every  debtor  should  be  enabled  to 
discharge  his  debts  at  the  rate  of  10s.  in  the  pound,  would  not 
every  creditor  hasten  off  to  his  debtor  and  demand  instant  pay- 
ment in  gold,  and  so  bring  on  instant  bankruptcy  and  ruin  ? 

The  Bimetalists  tell  us  that  the  adoption  of  Bimetalism  will 
lead  to  a  golden  age  of  boundless  prosperity 

Mr.  Herries,  Mr.  Huskisson,  and  Sir  Robert  Peel  tell  us  that 
Bimetalism  would  bring  us  to  Universal  Bankruptcy  in  24 
hours 

Which  of  these  parties  will  sensible  men  believe  ? 


§5] 
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TABLE  SHEWING  THE  SUCCESSIVE  DEPRECIATIONS  OF  THE  GOLD 
AND  SILVEE  COINAGES  OF  ENGLAND  FROM  A.D.  1344  TO  THE 
PRESENT  TIME. 


SILVER. 

GOLD. 

A.D. 

Fineness 

Alloy. 

Mint  Price 
of  1  Ib. 

Fineness. 

Alloy. 

Mint  Price 
of  1  Ib. 

Ratio 
Gold  to  Silver. 

Oz.  Dwt. 

Oz.  Dwt. 

£      s.     d. 

Car.  Grs. 

Car.     Grs. 

£      s       d. 

1344 

11     2 

0      18 

2     2 

23      34 

0    Oi 

15     0     0 

1  to  12i^oi 

1345 

11     2 

0     18 

2     2 

23     34 

o   04 

13     3     4 

1  to  llitf^ 

1346 

11     2 

0     18 

2     4 

23     3i 

o   04 

1  to  llif  ^ 

1347 

11     2 

0     18 

3     3 

23     3J 

o  04 

13     3     4 

1  to  llif  e 

1352 

11     2 

0     18 

5     0 

23     3^ 

o  04 

15    0     0 

1  tO  lllfl 

1412 

11     2 

0     18 

10    0 

23     34 

o  04 

16  13     4 

1  to  lO^ff 

1464 

11     2 

0     18 

17     6 

23     34 

o  04 

20  16     8 

1  to  llifi 

1465 

11     2 

0     18 

17     6 

23     3J 

o  04 

22  10     0 

i  to  IHH 

1526 

11     2 

0     18 

250 

22     34 

2     04 

25     2     6 

1  tO   ll-A9o 

1543 

10     2 

2       0 

280 

22     34 

2     04 

25     2     6 

1  to  lOif 

1545 

6     2 

6      0 

286 

22     34 

2    04 

25     2     6 

1  to    6T\ 

1546 

4     2 

8      0 

286 

.  . 

.  . 

1  to    5 

1547 

4    0 

8     18 

280 

f  . 

.  , 

30    0    0 

1  to    5 

1549 

6    0 

6      0 

4  16     0 

.  . 

34     0     0 

Ito    5& 

1550 

3     2 

9     18 

4  16     0 

28  16     0 

Ito    4£ff 

1552 

11     1 

9     19 

.  . 

Ito    2ff£ 

1553 

.  . 

0     19 

2  16    6 

22    0 

2     0 

36   '6    0 

Ito  11^ 

1577 

n    2 

9     18 

303 

22    0 

20       36     1  10£ 

1  to  lOftJ 

1601 

11     2 

9     18 

320 

.  , 

36  10    0 

i  to  ioej 

1604 

11     0 

426 

22     0 

20       36  10    0 

1605 

11     2 

9    18 

426 

40  10    0 

1  to  12TV& 

1611 

11     2 

9     18 

426~ 

22     0 

2     0 

44  11     0 

1  to  12 

1612 

11     2 

9    18 

326 

22    34 

2     04 

40  18     4 

i  to  i3Ty*V 

1623 

11     2 

9     18 

326 

22     34 

41     0     0 

1  to  13H* 

1626 

11     2 

9    18 

356 

22     34 

44    0     0 

1  to  13 

1626 

11     0 

9     18 

320 

22     34 

2     04 

41     0    0 

1  to  13 

1670 

.  . 

.  . 

,  . 

22     0 

2     04 

44  10     0 

i  to  i4ei 

1718 

11     0 

9      0 

326 

22     0 

46  14     6 

1  to  lof^Vk 

1817 

•• 

•  • 

360 

22     0 

2     04 

46  14     6 

Ito  11-  ,-„-,- 

I  2 
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The  Silver  Rupee  declared  the  Sole    Legal   Tender  in  India — 
Demonetisation  of  Gold 

6.  The  Government  of  India  took  no  action  for  several  years 
on  their  weighty  and  important  minute  of  1806.  But  in  1818, 
being  plagued  as  usual  with  the  change  in  the  relative  value  of 
Gold  and  Silver,  by  Eegulation  xiv.  of  that  year,  they  changed 
the  weight  and  fineness  of  the  Gold  Mohur,  to  accord  more  with 
the  market  value  of  Gold  and  Silver.  The  Gold  Mohur  was  99 J 
parts  pure  gold,  and  J  alloy  :  the  new  Mohur  was  ^  fine  gold  and 
J^-  alloy.  The  ratio  of  Gold  to  Silver  was  1  to  14*861  :  it  was 
changed  to  1  to  15.  The  new  Mohur  was  to  pass  current  for 
16  rupees  as  before.  These  Coins  were  equally  legal  tender  till 
1835.  The  Silver  Eupee  was  then  introduced  as  legal  tender 
in  Southern  India,  where  hitherto  gold  had  been  the  standard 


At  length  in  1835,  the  Government  gave  up  the  attempt  to 
maintain  Bimetalism  as  hopeless.  In  that  year  they  coined  Gold 
and  Silver  Eupees,  both  of  180  grains  :  165  grains  pure  metal, 
and  15  of  alloy  :  or  ^  fine.  By  Act  xviii.,  of  1835,  the  new 
Silver  Eupee  was  declared  the  sole  legal  tender  throughout  India, 
but  the  Gold  Eupees  were  allowed  to  pass  current,  and  be  received 
at  the  Public  Treasuries  at  their  market  value  in  silver 


The  great  gold  discoveries  in  1848  and  1849  seemed  likely  to 
cause  a  great  fall  in  the  value  of  gold,  and  Holland,  in  a  moment 
of  undue  panic,  which  it  repented  of  afterwards,  hastily  demone- 
tised gold 

Lord  Dalhousie  seems  to  have  taken  the  same  alarm,  and  in 
the  last  week  of  1852,  he  suddenly  issued  a  notification  that  no 
gold  coin  of  any  sort  would  be  received  at  the  Public  Treasuries 
after  the  1st  January,  1853.  By  this  unfortunate  action  Gold 
was  totally  demonetised  in  India.  It  has  been  estimated  that,  in 
consequence  of  this  notification,  £120,000,000  of  gold  coin  at 
once  disappeared  from  circulation  and  was  hoarded  away,  and 
this  has  been  the  cause  of  our  present  troubles 
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Movements  in  India  to  procure  the  Restoration  of  the  Gold 
Standard 

7.  The  demonetisation  of  Gold  by  Lord  Dalhousie  was  soon  felt 
in  India  to  be  a  disastrous  error,  and  a  strong  feeling  grew  up  in 
favor  of  its  restoration.  The  Chamber  of  Commerce  of  Bengal 
memorialised  the  Viceroy  on  the  subject  in  1859.  But  in  1864  a 
much  more  powerful  movement  was  made.  The  Chambers  of 
Commerce  of  Bengal,  Bombay  and  Madras  took  the  lead:  and 
other  Associations,  and  many  officials  of  the  highest  rank,  joined 
in  it.  They  unanimously  addressed  the  Viceroy  to  memorialise 
the  Home  Government  to  consent  to  the  restoration  of  the  Gold 
Currency 

The  Bengal  Chamber  of  Commerce  stated  that  the  introduction 
of  a  Gold  Currency  into  India  was  almost  universally  admitted  to 
be  a  positive  necessity  demanded  by  various  circumstances  which 
had  been  developed  within  the  last  few  years  :  and  the  time  had 
arrived  when  that  necessity  should  be  at  once  recognised  by  the 
State,  and  measures  promptly  adopted  which  should  gradually,  but 
surely,  lead  to  the  adoption  of  Gold  as  the  general  metallic  currency 
of  the  country,  with  Silver  as  the  auxiliary.  They  referred  to  the 
correspondence  they  had  addressed  to  the  Viceroy  in  1859,  and 
they  requested  him  to  appoint  a  Committee  to  inquire  into  the 
subject 

The  Bombay  Association  addressed  a  memorial  to  the  Viceroy 
dated  8th  February,  1864,  urging  the  introduction  of  a  Gold 
Currency  into  India,  as  the  existing  Silver  Currency  was  no 
longer  adequate  for  the  wants  of  commerce,  which  was  seriously 
crippled  by  its  inefficiency.  From  time  immemorial  until  within 
the  last  few  years  India  had  an  extensive  Gold  Currency,  and  the 
superior  convenience  of  it  was  fully  appreciated  by  the  natives. 
The  measures  taken  by  the  Government  had  suppressed  the  Gold 
Currency,  but  had  by  no  means  extinguished  its  popularity.  The 
few  Gold  Coins  in  circulation  commanded  a  considerable  premium 
in  the  market :  and  the  natives  made  an  attempt  to  remedy  the 
deficiency  by  circulating  Gold  Bars  bearing  the  stamp  of  the 
Bombay  Banks.  That  large  quantities  of  gold  had  been  dis- 
covered in  neighbouring  countries,  which  would  greatly  facilitate 
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the  introduction  of  gold.  That  the  direct  trade  with  Australia 
was  prohibited  by  the  exclusive  Silver  standard,  and  the  expansion 
of  the  commerce  of  India  seriously  impeded.  That  a  Silver 
Currency  might  have  been  suitable  to  the  country  when  its  com- 
merce was  limited  and  payments  in  the  main  extremely  small,  but 
was  very  inconvenient  when  wealth  was  largely  diffused  throughout 
the  country,  and  the  operations  of  commerce  had  become  so 
enormous.  The  transport  of  this  bulky  and  cumbersome  currency 
entailed  heavy  and  useless  expense  on  the  country,  and  was  a 
serious  impediment  to  trade.  The  insufficiency  of  the  existing 
currency  had  already  caused  severe  financial  embarrassment,  and 
threatened  the  commerce  of  India  with  periodical  and  fatal  vicissi- 
tudes. The  reform  was  very  urgently  required,  and  could  not  be 
delayed  without  threatening  national  interests.  The  restoration 
of  a  Gold  Currency  would  be  most  popularly  received  in  India, 
both  from  ancient  associations  and  present  convenience 

The  Bombay  Chamber  of  Commerce  said  that  the  monetary 
condition  of  India  was  in  the  most  unsound  and  unsatisfactory 
state,  and  its  exclusive  Silver  currency  was  no  longer  adequate  for 
the  commerce  of  its  vast  population .  The  trade  of  Bombay  had 
trebled  within  the  last  ten  years :  and  last  year  the  aggregate 
import  and  export  trade  alone  of  Calcutta,  Madras,  and  Bombay 
had  amounted  to  1,060  millions  of  rupees.  The  resources  of  India 
were  only  then  beginning  to  be  developed,  and  were  rapidly 
extending  in  all  directions.  That  the  annual  produce  of  silver 
throughout  the  world  did  not  exceed  10  millions,  while  the  average 
annual  importation  into  India  during  the  last  six  years  had  been 
llj  millions  sterling,  and  last  year  it  was  14^  millions.  That  the 
continued  drain  of  silver  for  India  must  derange  the  Silver 
Currency  of  all  other  nations  :  and  it  was  to  the  interest  of  the 
whole  world,  as  well  as  of  India,  to  introduce  a  Gold  Currency 
into  the  country.  That  the  special  demand  of  India  for  Silver 
did  not  arise  from  any  predilection  for  that  metal,  but  was 
compulsory,  and  due  only  to  their  exclusive  and  inconvenient 
Silver  Currency.  That  while  the  production  of  silver  had 
remained  stationary,  that  of  gold  had  increased  and  was  then  at 
least  150  per  cent,  more  than  that  of  silver :  and  this  revolution 
in  the  relative  quantities  of  the  precious  metals  showed  the 
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necessity  of  a  corresponding  adjustment  of  the  currency,  and  the 
introduction  of  gold:  and  that  while  there  was  not  sufficient 
silver  for  India,  there  was  abundance  of  gold  for  all.  That  while 
silver  was  transported  from  a  great  distance  at  heavy  cost,  gold 
might  be  cheaply  obtained  from  adjacent  countries.  Thus  the 
heavy  i-harges  on  silver  prevented  its  re-exportation,  and  thus  it 
lost  its  reproductive  power,  and  was  a  serious  and  unnecessary  loss 
to  India.  That  the  exclusive  silver  standard  and  currency  of 
India  rendered  direct  trade  with  Australia  and  other  gold 
producing  districts  impossible,  and  forced  a  country  with 
abundance  of  gold  to  traverse  half  the  globe  in  search  of  silver 
before  she  could  pay  for  our  commodities.  The  memorial  then 
stated  the  excessive  inconvenience  and  cost  of  such  a  bulky 
currency,  which  restricted  trade  and  caused  great  loss  of  interest. 
The  superiority  of  gold  would  secure  an  immediate  and  intelligent 
welcome  for  it  in  India.  That  the  importation  of  gold  into 
India  had  steadily  increased  for  many  years,  though  it  was  not 
legal  tender.  During  the  last  year  seven  millions  sterling  had 
been  imported,  and  since  the  returns  last  quoted,  the  importation 
into  Bombay  alone  from  the  1st  May  to  the  31st  December  had 
been  3|-  millions  sterling.  That  the  Natives  themselves  had 
devised  a  rude  remedy  for  the  deficiency  of  the  existing  silver 
currency  by  using  gold  bars  stamped  by  the  Bombay  Banks  as  a 
circulating  medium.  That  the  exclusion  of  gold  from  the  currency 
of  India  could  not  be  justified  or  be  considered  other  than  bar- 
barous, irrational,  and  unnatural.  That  the  longer  this  reform 
was  delayed  the  more  difficult  it  would  become.  The  only  remedy 
was  to  introduce  a  well-regulated  gold  currency  into  India 

These  memorials  were  forwarded  to  the  Viceroy  by  Sir  Bartle 
Frere,  the  Governor  of  Bombay,  with  a  strong  recommendation 
in  their  favor 

Mr.  "VV.  R.  Cassels,  an  official  of  the  Bombay  Government, 
presented  an  able  and  elaborate  memorial  to  Sir  Bartle  Frere, 
utterly  condemning  the  existing  silver  standard  of  India,  also 
condemning  an  attempt  to  introduce  a  double  standard,  and 
strongly  advocating  a  single  gold  standard 

The  Madras  Chamber  of  Commerce  addressed  a  memorial  to 
the  Viceroy  expressing  exactly  the  same  opinions  as  those  of 
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Bengal  and  Bombay,  strongly  urging  the  introduction  of  a  Gold 
Currency,  and  also  a  well-regulated  Paper  Currency 

Sir  William  Mansfield,  afterwards  Lord  Sandhurst,  prepared  a 
most  elaborate  and  exhaustive  memorial  on  the  subject  in  eleven 
chapters,  pointing  out  the  great  superiority  of  Gold  to  Silver  as 
the  standard  of  India.  He  pointed  out  that  a  double  standard, 
or  two  metals  joined  together  by  a  fixed  legal  ratio,  is  impossible, 
because  the  cheaper  metal  always  drives  the  dearer  one  out  of 
circulation 

If  a  currency  in  one  of  the  two  metals  can  be  carried  on  more 
cheaply  than  in  the  other,  the  former  will  be  preferred.  The 
relative  value  of  the  two  metals,  taken  as  commodities,  and  not  as 
mere  means  of  measurement,  is  carefully  weighed,  and  according 
to  the  price  of  the  metals  as  fixed  by  the  value  of  other  commodi- 
ties, will  be  the  choice  made  by  the  payers  of  taxes  and  debts  as 
to  which  of  the  two  metals  shall  be  the  medium  of  payment,  or  in 
which  of  the  standards  payment  shall  be  made 

When  there  is  a  so-called  double  standard  of  gold  or  silver,  or 
to  speak  more  accurately,  a  double  legal  tender,  if  it  be  more 
profitable  to  the  community  at  large  to  pay  in  gold,  payments 
will  certainly  be  made  in  it,  to  the  exclusion  of  silver,  notwith- 
standing that  the  latter  is  equally  a  legal  tender  with  the  former. 
In  such  a  case,  silver  practically  subsides  from  circulation,  and 
sinks  into  the  rank  of  a  mere  commodity  of  trade,  with  the  excep- 
tion of  a  certain  small  quantity  which  executes  very  petty  trans- 
actions :  the  place  of  silver  in  the  circulation  and  deposit  being 
occupied  by  Gold.  Similar  arguments  show  that  in  the  reverse 
case,  silver  would  establish  itself  as  the  sole  medium  of  payments. 
All  these  arguments  are  confirmed  by  the  experience  of  the  United 
States 

Justice  could  alone  be  done  to  the  community  of  India  by  the 
introduction  of  a  Gold  legal  tender.  Sir  W.  Mansfield  then  enters 
ipto  many  details  to  show  that  the  introduction  of  a  Gold  Currency 
was  urgently  required  as  a  matter  of  convenience  and  economy  to 
the  people  at  large,  and  the  losses  caused  by  the  exclusive  use  of 
silver 

The  natives  were  greedy  of  the  metals  in  every  form.  Silver 
coined  or  uncoined,  gold  in  bars  and  in  bangles,  have  the  greatest 
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charm  for  them.  Gold  on  such  account  is  brought  into  the 
Bombay  market,  and  taken  into  the  interior  directly  it  appears. 
There  was  then  no  more  profitable  trade  than  to  import  gold  for  this 
purpose.  An  ingot  currency,  organised  by  the  people  themselves? 
had,  as  it  were,  sprung  into  existence  on  account  of  the  greatly 
developed  export  trade.  It  was  curious  to  note  the  determination 
of  the  population  at  large  to  acquire  gold  in  preference  to  silver 
as  a  means  of  ornament  and  hoarding,  as  soon  as  their  means 
allowed  it.  This  fact  was  noticed  and  reported  by  collectors  and 
superintendents  of  police.  In  some  districts  gold  bangles  were 
almost  as  common  as  silver  ones  were  formerly.  A  district,  which 
had  been  one  of  the  poorest  before  the  opening  of  the  Godavery 
canal,  had  since  become  so  wealthy  that  it  had  become  a  steady 
importer  of  gold  :  the  people  were  determined  to  have  gold. 
Every  consideration  of  regard  for  the  people,  their  convenience, 
and  the  economy  of  their  means,  showed  that  we  were  bound  to 
give  an  official  sanction  to  a  gold  currency,  which,  in  a  rude  and 
barbarous  fashion,  they  had  adopted  for  themselves 

Sir  William  Mansfield  then  dwelt  upon  the  prodigious  increase 
of  commerce  and  industry  of  all  sorts  within  the  preceding  50 
years.  At  that  period  the  foreign  commerce  of  the  country  had 
been  quite  insignificant,  but  in  1865  it  exceeded  100  millions 
sterling.  This  had  caused  an  exclusively  silver  currency  to  be 
utterly  inadequate  for  the  present  position  of  India,  and  it  was  to 
a  certain  extent  corrected  by  the  determination  of  the  people 
themselves  to  possess  gold,  notwithstanding  that  silver  was  the 
sole  legal  tender.  The  demonetisation  of  gold  in  1852  was  a 
grievous  error,  and  was  in  opposition  to  the  old  customs  of  India. 

Sir  Charles  Trevelyan,  the  Finance  Minister,  prepared  an 
elaborate  minute,  dated  Simla,  20th  June,  1864,  urgently  recom- 
mending the  restoration  of  gold,  but  unfortunately  it  was  tainted 
with  the  recommendation  of  Bimetalism 

Mr.  J.  C.  Parry,  of  the  Delhi  Bank,  had,  under  instructions, 
taken  the  opinion  of  the  leading  merchants  and  bankers,  and  they 
had  no  doubt  of  the  success  of  the  scheme,  if  gold  were  made  the 
standard.  One  banker,  who  had  agencies  in  every  large  town  in 
India,  said  that  silver  should  only  be  legalised  as  payment  for 
fractional  parts  of  a  sovereign.  The  opinion  was  decidedly  in 
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favor  of  making  the  sovereign  the  standard  coin.  Upwards  of 
250,000  sovereigns  had  been  received  in  Delhi,  the  market  value 
of  which  fluctuated  from  Rs.  lO'l  to  Rs.  10-5  He  hoped  that 
no  half  measures  would  be  adopted 

Mr.  Neale  Porter,  of  the  Sinde  Bank  at  Umritsur,  had  had  a 
large  meeting  of  city  notables,  town  councillors,  magistrates,  mar- 
warries  and  bankers,  who  were  quite  favorable  to  the  sovereign  as 
the  gold  unit,  which  was  quite  well  known  in  the  district,  and  was 
strongly  in  favor  of  it  himself 

Mr.  L.  C.  Probyn,  deputy  auditor  and  accountant-general  for 
the  Punjab,  said  that  the  people  themselves  were  establishing  a  gold 
currency,  which  was  very  popular  with  all  classes.  The  value  of 
the  sovereign  in  Lahore  fluctuated  from  Rs.9*14  to  Rs.  10.8. 
Immense  amounts  of  gold  had  been  imported  into  the  Punjab 

Mr.  D.  F.  MacLeod,  Financial  Commissioner  to  the  Punjab, 
said  that  the  ideas  of  the  bankers  were  rather  hazy  on  the  subject, 
as  they  could  not  realise  all  the  effects  of  making  gold  legal  tender 
at  a  fixed  ratio  to  the  rupee.  On  the  whole  they  were  rather 
favorable  to  having  an  abundance  of  gold.  But  they  were 
incredulous  as  to  the  possibility  of  maintaining  the  relative  value  of 
gold  and  silver  at  an  absolutely  uniform  rate  ~by  the  flat  of  authority. 

Wise  men  !  the  scheme  of  the  Government  was  afterwards 
wrecked  on  this  very  point ! 

They  were  unhesitatingly  in  favor  of  the  sovereign,  because 
it  was  the  coin  most  familiar  to  them,  being  most  abundant,  and 
almost  the  only  one  used  for  equalising  the  exchanges  :  and  if  a 
gold  currency  were  introduced,  the  cash  balances  would  become 
much  more  available,  and  it  would  facilitate  the  adoption  of  a 
paper  currency 

Mr.  P.  S.  Melvill,  Commissioner  at  Umritsur,  convened  a 
meeting  of  the  best  informed  merchants  and  shroffs,  and  they 
were  decidedly  in  favor  of  the  measure  :  and  also  in  favor  of  the 
sovereign,  both  as  regards  its  sterling  value  and  its  exchange 
value.  Sovereigns,  to  the  amount  of  a  lakh  of  rupees,  were 
usually  imported  every  month  from  Calcutta.  This  was  about 
four  times  the  amount  in  the  Seikh  times,  and  was  owing  to  the 
increase  of  trade 

Mr.  Donald  MacLeod  said  that  the  introduction  of  sovereigns 
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into  Rangoon  would  be  highly  beneficial.  They  were  very  popular 
in  Burmah,  and  should  be  the  only  gold  coins.  They  would  be 
beneficial  to  trade  in  every  way 

Mr.  J.  C.  Todd  said  that  he  quite  agreed  with  the  universal 
opinion  in  India  that  the  sovereign  should  be  made  the  standard 
gold  coin,  as  it  was  bought  in  large  numbers  by  the  natives,  and, 
therefore,  was  free  from  the  disadvantages  of  a  new  and  unknown 
coin.  It  would  be  a  great  boon  to  commerce  to  substitute  a  light 
and  valuable  medium  for  a  ponderous  and  unwieldy  one,  the  full 
value  of  which  could  only  be  appreciated  by  those  who  come  daily 
into  contact  with  the  trouble  and  inconvenience  of  the  silver 
currency 

In  1858,  a  large  number  of  the  collectors  in  Southern  India 
reported  that  large  quantities  of  sovereigns  were  in  circulation  in 
their  district :  and  that  the  natives  complained  bitterly  of  the 
losses  and  inconvenience  they  suffered  from  their  not  being  received 
at  the  public  treasuries.  The  sovereign  only  passed  for  Rs.  9-14 
in  consequence  of  this.  Some  of  the  collectors  requested  that  they 
might  be  allowed  to  receive  sovereigns  in  payment  of  public  dues. 
In  a  few  cases  this  permission  was  grudgingly  given 

In  consequence  of  this  powerful  movement  and  the  vast  body 
of  evidence  they  had  collected,  the  Government  of  India,  on  the 
14th  July,  1864,  addressed  a  dispatch  to  the  Home  Government 
requesting  them  to  authorise  them  to  declare  that  British  and 
Australian  sovereigns  and  half  sovereigns  should  be  made  legal 
tender  throughout  the  British  dominions  in  India  at  the  fixed  rate 
0/10  rupees  for  the  sovereign 

Such  a  proposal  was  foredoomed  to  failure,  because  it  was  pure 
and  unadulterated  Bimetalism.  It  showed  that  its  authors  had 
not  grasped  the  fundamental  principles  of  Petty,  Locke,  Harris, 
Lord  Liverpool,  the  Minute  of  the  Governor- General  of  India  in 
1806,  and  the  principles  upon  which  the  British  Coinage  was 
established  in  1816 — that  one  metal  only  should  be  adopted  as 
the  standard,  and  coins  of  other  metals  should  be  only  subsidiary, 
and  legal  tender  to  a  small  limited  amount 

In  answer  to  this  despatch,  Sir  Charles  Wood,  Secretary  of 
State  for  India,  replied  on  the  26th  September,  1864 
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He  said  that  their  practical  proposal  was  to  make  the  sovereign 
and  half  sovereign  legal  tender  in  India  for  10  rupees  and  5 
rupees  respectively  :  and  ultimately  to  establish  a  G  old  standard 
and  currency  in  India,  as  in  England  and  Australia  :  with  a  sub- 
sidiary coinage  of  silver,  the  silver  coins  not  possessing  the 
intrinsic  value  they  represent,  and  being  legal  tender  only  to  a 
certain  amount 

It  appeared  from  the  evidence  that  there  was  a  general  desire 
for  the  introduction  of  a  Gold  Currency  into  India,  that  the 
people  were  well  acquainted  with  the  sovereign,  and  that  its  intro- 
duction would  be  well  received,  that  it  would  circulate  freely  at 
10  rupees,  and  that  it  would  be  a  great  advantage  to  have  the 
sovereign  as  the  common  currency  of  India,  England,  and 
Australia 

But  he  very  naturally  objected  to  the  proposal  of  the  Indian 
Government 

Where  coins  of  two  metals,  gold  and  silver,  are  equally  legal 
tender,  those  of  the  metal  which,  at  the  relative  legal  rating  of  the 
two  metals,  is  cheapest  at  any  period,  are  thereby  constituted  the 
currency,  and  the  metal  of  which  they  are  made  becomes  practic- 
ally the  standard  at  the  time  :  and,  further,  a  very  slight  difference 
in  the  relative  value  of  the  two  metals  may  change  the  standard 
and  the  whole  currency  of  a  country 

This  was  exemplified  in  the  recent  change  in  the  circulation 
of  France.  In  that  country  coins  of  gold  and  silver  were  equally 
legal  tender.  Gold  coins  containing  one  ounce  of  gold  were  legal 
tender  for  the  same  sum  as  silver  coins  containing  15^  ounces 

Before  the  recent  discoveries  of  gold,  an  ounce  of  gold  was 
worth  in  the  markets  of  Europe  nearly  15  j  of  silver.  It  was, 
therefore,  according  to  the  relative  legal  rating  of  gold  and  silver, 
more  advantageous  to  pay  in  silver  than  in  gold.  Silver  coin, 
therefore,  for  many  years  formed  the  currency  of  France,  the  gold 
coin  bearing  a  premium.  Since  the  recent  discoveries  of  gold  the 
value  of  gold  relatively  to  silver  has  fallen  to  about  1  to  15J. 
This  difference  has  rendered  it  more  advantageous  to  pay  in  gold. 
Gold  has  displaced  silver,  and  now  forms  the  currency  and 
standard  in  France 

[We  have  already  shown  that  this  very  slight  change  in  the 
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relative  value  of  gold  and  silver  sufficed  to  drive  £150,000,000  of 
silver  out  of  France,  and  to  substitute  £150,000,000  of  gold 
instead  of  it.  So  much  for  the  theories  of  Bimetalists] 

The  very  same  principle  applied  to  India.  How  was  it 
possible  to  imagine  that  the  sovereign  could  bear  a  fixed  ratio  to 
the  rupee  throughout  India  ?  Such  a  measure  would  be  totally 
inoperative 

Sir  Charles  Wood,  therefore,  very  properly  quashed  this 
fatuous  proposal.  But  he  saw  no  objection  to  reverting  to  the 
state  of  matters  which  had  prevailed  in  India  for  many  years,  that 
gold  should  be  received  into  the  public  treasuries  at  a  rate  to  be 
fixed  by  Government,  and  publicly  announced  by  proclamation 

[This  was  not  the  plan  previously  in  use,  the  Gold  Coins  were 
received  in  the  Treasuries,  at  their  market  value,  and  not  at  a  rate 
fixed  by  Government,  which  just  made  all  the  difference] 

Sir  Charles  Wood  concluded  by  authorising  the  Indian 
Government  to  make  it  known  that  British  and  Australian 
sovereigns  and  half  sovereigns  would  be  received,  until  further 
notice,  at  the  rate  of  10  rupees  and  5  rupees  respectively,  and 
would  be  paid  out  again  at  the  same  rate  unless  objected  to 

To  Sir  Charles  Wood's  innocent  eyes  this  plan  appeared  entirely 
unobjectionable.  It  was  in  accordance  with  the  cautious  and 
tentative  course  recommended  by  the  Chamber  of  Commerce  of 
Bengal :  it  would,  as  far  as  it  went,  facilitate  the  use  of  the 
sovereign  and  half  sovereign  in  all  parts  of  India  :  it  would  pave  the 
way  for  the  use  of  gold  coinage  in  whatever  shape  it  might 
ultimately  be  found  advisable  to  introduce  it :  and  at  the  same 
time  it  established  a  preference  in  favor  of  the  sovereign 

Sir  Charles  Wood  was  soon  undeceived  :  his  plan  turned  out  a 
complete  failure  :  it  never  facilitated  the  use  of  the  sovereign  in 
India :  it  never  paved  the  way  for  the  use  of  a  gold  coinage  in 
India.  It  fell  absolutely  stillborn !  and  why  ?  Because  it  ivas 
tainted  with  Birnetalism.  If  the  Treasuries  had  been  allowed  to 
receive  sovereigns  at  their  market  value,  they  would  in  a  very 
short  time  have  accumulated  a  vast  quantity  of  gold,  which  would 
have  enabled  them  to  resume  a  gold  currency  :  but  they  fixed  the 
price  of  the  sovereign  at  10  rupees,  when  the  current  market  value 
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of  the  rupee  was  some  annas  above  that.  And  this  little  fly  made 
the  whole  pot  of  ointment  stink  !  It  ruined  the  whole  project : 
nobody  would  be  so  silly  as  to  pay  in  sovereigns  to  the  Treasuries 
at  the  rate  of  10  rupees,  when  their  market  price  was  some  annas 
higher.  Just  as  no  person  of  common  sense  would  pay  sovereigns 
into  his  account,  if  his  banker  only  gave  him  credit  for  19s.  for 
them.  On  such  minute  delicacies  do  scientific  processes  depend 

Now  if  the  powerful  movement  of  which  all  India  was  in  favor 
had  been  intelligently  carried  out  by  the  Government,  India  might 
have  had  the  sovereign  as  the  standard  coin  of  India  thirty  years 
ago,  and  it  would  have  saved  millions  and  millions  of  loss  both  to 
the  Government  and  to  private  persons.  But  as  school-boys  say — 
they  muffed  it 

The  proposal  of  the  Indian  Government  was  Bimefcalism  pure 
and  unadulterated,  and  would  have  failed  instantly  and  utterly : 
the  plan  of  Sir  Charles  Wood  was  a  kind  of  demi-semi,  shilly  shally, 
half-and-half  Bimetalism,  which  entirely  failed  to  succeed 

Thus  both  plans  were  wrecked  on  Bimetalism,  which  has 
poisoned  and  ruined  every  system  of  Coinage  which  it  ever  touched. 

And  more  than  that — it  has  thrown  discredit  on  all  attempts  to 
restore  a  Gold  Currency  to  India.  At  the  present  day  many 
persons,  when  they  hear  of  renewed  attempts  to  restore  a  Gold 
Currency  to  India,  shrug  their  shoulders,  and  say — "  Oh  !  it  was 
tried  in  1864  and  it  failed" — "  It  is  like  flogging  a  dead  horse." 
But  they  never  seek  to  ascertain  the  causes  of  its  failure.  Thus — 
"  The  evil  that  men  do  lives  after  them  " 


Mr.  Hotting  beryls  Report  to  the  Government  of  India,  1875 

The  failure  of  the  scheme  to  restore  a  Gold  Currency  to  India 
in  1864  did  not  dishearten  its  advocates 

In  1875  Mr.  Hollingbery,  Assistant  Secretary  to  the  Govern- 
ment in  the  Financial  Department,  addressed  a  most  able  Report 
to  the  Government  on  the  consequences  which  the  fall  in  the 
value  of  silver  had  then  produced  on  the  finances  and  material 
progress  of  India1 

i-Loss  by  Exchange,  or  the  Depreciation  of  Silver,  and  tJte  effects  of  its  further 
Depreciation  on  the  Finances  and  Material  Progress  of  India,  Simla,  1875 
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At  that  date  the  price  of  silver  had  fallen  to  bl^d.  per  ounce. 
The  local  value  of  silver  had  not  fallen  from  what  it  was  before 
the  great  fall  of  it  abroad.  But  in  course  of  time  it  must  fall  to 
its  value  abroad,  though  it  would  take  a  considerable  time  to  do 
so.  It  is  quite  impossible  in  this  place  to  enter  into  all  the  details 
given  in  this  elaborate  document,  but  the  writer  shows  that  all 
the  losses  and  inconveniences  caused  by  the  comparatively  small 
fall  in  its  value  at  that  time  would  have  been  avoided  if  India 
had  had  a  gold  standard.  He  shows  that  when  the  legal  ratio  of 
gold  to  silver  was  1  to  15^  in  Paris,  and  the  ratio  in  London 
was  1  to  15f  or  15J,  that  small  difference  was  sufficient  to  intro- 
duce from  150  to  200  millions  of  gold  into  the  currency  of 
France,  and  to  cause  the  withdrawal  of  an  equal  amount  of  silver  : 
and  he  shows  that  what  was  wanted  in  India  was  not  the  with- 
drawal of  silver  as  a  bullion  operation,  but  the  substitution  of  gold 
for  silver  in  future  importations  of  bullion  for  settling  any  balance 
of  trade.  The  question  was,  therefore,  not  what  a  difference  in  value 
between  gold  and  silver  would  suffice  to  expel  silver,  but  what 
would  be  sufficient  to  make  the  future  importation  of  gold  into 
India  for  coinage  more  profitable  than  the  importation  of  silver 

He  then  describes  the  measures  to  be  adopted  to  promote  the 
transition  from  a  silver  to  a  gold  standard 

He  estimated  the  quantity  of  silver  in  circulation  in  India  at 
130  millions  sterling  :  and  that  60  millions  of  gold  would  be 
far  more  than  sufficient  to  restore  a  Gold  Currency 

He  shows  that  with  a  Gold  Currency  the  cost  of  remitting  15 
millions  sterling  for  home  charges  would  never  exceed  the  cost  of 
sending  gold  from  India  to  England,  that  is  %  or  1  per  cent.  But, 
owing  to  the  balance  of  trade  being  always  in  favor  of  India, 
the  Council  Bills  would  always  be  at  a  premium,  so  that  instead 
of  a  loss  there  would  always  be  a  profit 

He  shows  that  countries  which  have  a  silver  currency,  which 
have  an  adverse  balance  of  trade,  or  borrow  in  gold-using 
countries,  experience  a  heavy  loss  in  making  remittances  to  the 
latter  countries :  for  which  reason  they  find  it  necessary  to  adopt 
a  gold  standard  :  and  every  new  country  which  adopts  a  gold 
standard  makes  the  necessity  more  urgent  for  the  remaining 
silver  countries  to  conform  to  the  general  custom  of  the  world, 
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and  adopt  Gold  as  the  sole  legal  standard.  And  the  effects  of 
this  fall  will  be  disastrous  to  India,  because  it  will  be  the  only 
country  in  the  East  which  will  offer  a  fixed  price  for  silver, 
irrespective  of  its  depreciation  abroad,  and  so  it  will  be  flooded 
with  depreciated  silver 

By  persisting  in  retaining  silver  as  the  standard  of  India,  the 
finances  and  the  progress  of  India  will  be  irremediably  injured  : 
on  the  other  hand,  great  financial  advantages  and  commercial 
good  to  that  country  and  the  world  would  follow  from  the  adop- 
tion of  a  Gold  Currency  in  India.  And  it  was  not  a  mere  fanciful 
desire  of  change,  but  stern  necessity,  which  compelled  the  European 
States  to  adopt  a  Gold  standard.  The  same  principles  which 
apply  to  European  States  also  apply  to  India.  The  postponement 
of  a  change  to  a  gold  standard  would  not  arrest  the  evils  which 
were  in  progress  from  the  fall  in  the  value  of  silver,  while  the 
longer  the  change  to  a  gold  standard  was  delayed,  the  more 
difficult  and  expensive,  but  not  the  less  inevitable,  will  it  be  in 
the  end 

This  most  able  report,  written  in  1875,  deserves  the  most 
careful  study,  as  every  one  of  its  prognostications  has  been  fully 
verified  and  intensified.  When  it  was  written  the  price  of  silver 
was  57 J,  and  the  loss  on  exchange  alone  in  remitting  for  the 
payment  of  the  Council  charges  was  a  million  and  a  half  :  at  the 
present  time  it  is  about  29d.,  and  the  loss  on  exchange  is  pro- 
portional 

Some  further  attempts  in  the  same  direction  were  made,  but 
they  were  fruitless 

At  length  the  terrific  down  plunge  of  silver,  and  the  expected 
repeal  of  the  Sherman  Act  in  America,  which  was  effected  by  the 
strenuous  efforts  of  President  Cleveland,  roused  the  Government 
from  its  apathy,  and  they  closed  the  Indian  mints  to  the  free 
coinage  of  silver,  but  as  the  scheme  of  the  Government  is  not  yet 
completed,  it  is  better  to  refrain  from  any  comments  on  it 

We  do  not  give  any  account  of  the  Coinage  and  Currency  of 
America,  because  that  would  require  a  large  volume  to  examine 
all  its  intricacies  and  complicated  vagaries,  but  the  principles  set 
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forth  in  the  preceding  pages  have  been  fully  verified  there,  as 
being  universally  true 

The  Assertions  of  the  Bimetalists  Confuted 

8.  We  have  now  laid  before  our  readers  a  sufficient  account 
of  the  Coinages  of  different  countries  for  five  centuries  :  and  the 
arguments  and  judgments  of  Oresme,  Copernicus,  Gresham, 
Petty,  Locke,  Harris,  Sir  James  Steuart,  Lord  Liverpool,  the 
Government  of  India  in  1806,  the  Government  of  England  in 
1816,  the  debate  in  the  House  of  Commons  in  1830,  and  the 
statements  of  the  memorialists  in  India  in  1874  and  1875  : 
and  they  are  absolutely  unanimous 

We  stated  at  the  outset  of  this  inquiry  that  the  question  has 
but  one  simple  issue — 

Supposing  that  Coins  of  Gold  and  Silver  are  issued  in 
unlimited  quantities  at  a  fixed  legal  ratio — 

(1)  Is  it  the  legal  ratio  fixed   between   the  Coins  which 
governs  the  relative  value  of  the  metals  in  bullion  ? 

(2)  Or  is  it  the  relative  value  of  the  metals  in  bullion  which 
governs  the  relative  value  of  the  Coins  ? 

The  Bimetalists  assert  that  by  Fixing  a  Legal  Ratio  betiveen 
Gold  and  Silver  it  is  possible  to  maintain  a  Stable  Ratio 
between  them 

1.  The  Bimetalists  maintain  the  first  of  the  two  issues  above 
stated.  Senator  Stewart,  of  Nevada,  may  be  taken  to  represent 
the  dogmas  of  the  Bimetalists.  He  asserted  that  during  all  the 
period  in  which  a  fixed  legal  ratio  had  been  maintained  between 
the  Coins,  the  value  of  the  metals  had  remained  stable 

Mr.  Cotterell-Tupp,  late  Accountant- General  to  the  Govern- 
ment of  India,  Bombay,  who  was  one  of  the  earliest  founders  of 
Bimetalism,  in  a  very  interesting  paper  he  read  before  the  East 
India  Association,  28th  March,  1892,1  in  which  he  truly  states 
the  stupendous  losses  caused  to  India  by  the  fall  in  the  value  of 

1  The  Effects  on  the  Finances  and  Commerce  of  India  of  the  Full  in  the 
Gold  Value  of  Stiver.  Journal  of  the  East  India  Association.  Vol.  XXIV.,  1892 
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Silver,  says — "  It  is  we  Englishmen  who  have  done  this  thing, 
not  we  Anglo-Indians,  I  ain  glad  to  say  ;  but  the  stay-at-home, 
know-nothing  Englishman,  who  says  '  gold  is  good  enough  for 
him,'  and  that  the  '  unlikely  look  of  Bimetalism  would  have  more 
effect  on  the  minds  of  Englishmen  than  any  argument ' 

"  It  is  we  Englishmen  who  alone  prevented  the  free  coinage  of 
silver  after  the  Paris  conference  of  1881,  when  France,  Germany, 
and  America  were  all  willing  to  sanction  it :  and  we  alone  as  a 
nation  stood  apart  in  our  apathetic  insularity,  and  although  we 
knew  that  our  greatest  dependency,  and  that  one  which  is  most 
utterly  dependent  on  us  in  matters  of  Finance  and  Currency,  was 
the  country  which  was  suffering  most  from  the  depreciation  of 
silver,  yet  we  would  not  raise  a  hand  to  save  her,  or  even  give 
any  encouragement  to  other  nations  who  were  ready  and  willing 
to  do  so  " 

Then  he  says  that  losses  incurred  by  India  are  "  a  tribute  to 
stupidity,  to  indifference,  and  to  ignorance,  and  it  is  a  fearful 
and  heavy  burden  which  Englishmen  would  and  could  at  once 
remove  from  India,  if  they  would  only  take  the  trouble  to  under- 
stand the  question,  and  to  grasp  the  immense  folly  of  allowing 
things  to  go  from  bad  to  worse,  merely  for  the  want  of  a  little 
attention  and  understanding" 

After  describing  the  effects  on  the  officials  and  salaried 
classes  in  India,  he  concludes — "  I  would  urge  you  to  study 
the  silver  question,  if  you  have  not  done  so  :  to  examine  the 
subject  of  Bimetalism  carefully  and  impartially,  and  to  see 
whether  you  do  not  become  convinced  of  the  truth  of  its 
doctrines.  If  you  do  become  so  convinced,  preach  its  gospel  to 
all  you  know :  talk  of  it  :  speak  of  these  fearful  evils  which  I 
have  described  to  you  :  bring  home  to  others  that  there  is  here  a 
crusade  worthy  of  any  man's  energy  and  devotion,  a  cause  as 
worthy  of  support  as  any  of  those  to  which  men  give  their  lives  : 
and  try  to  convince  them  that  nothing  stands  in  the  way  of  a 
speedy  and  entire  deliverance  from  all  these  troubles  and  mis- 
fortunes but  the  inveterate,  obstinacy  and  prejudice  of  the  English 
nation,  which  prevents  America  and  France  from  at  once  restoring 
silver  to  its  proper  value  by  one  stroke  of  the  pen,  and  without  loss 
to  any  human  being  " 
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The  audacity  of  these  assertions  is  enough  to  take  our  breath 
away,  because  the  experience  of  ages  proves  that  the  truth  is  the 
exact  reverse  of  what  Senator  Stewart  and  Mr.  Cotterell-Tupp 
assert 

We  have  shown  that  the  judgment  of  the  illustrious 
authorities  whom  we  have  cited,  many  of  them  perfectly  inde- 
pendent of  each  other,  upon  a  full  consideration  of  the  facts 
before  their  eyes,  is  clear,  decided,  and  unanimous 

They  unanimously  decide  that  it  is  the  relative  value  of  the 
metals  in  bullion  which  regulates  the  relative  value  of  the  coins. 

They  unanimously  decide  that  the  sole  power  and  duty  of 
the  Law  is  to  maintain  the  Coins  at  a  fixed  legal  weight, 
fineness,  and  denomination 

They  unanimously  decide  that  the  Law  has  no  power  what- 
ever to  regulate  the  Value  of  the  Coins,  i.e.,  their  power  of 
purchasing,  or  exchanging  for,  other  things 

Consequently  it  is  wholly  beyond  the  power  of  Law  to  regu- 
late the  relative  market  value  of  Gold  and  Silver 

Coins  are  nothing  but  pieces  of  bullion  stamped  with  a  certi- 
ficate to  denote  their  weight,  fineness,  and  denomination  :  and  if 
the  metal  is  changed  from  the  form  of  bullion  to  that  of  coin, 
free  of  all  charge,  the  value  of  the  metal  in  Coin  is  identical  with 
that  of  the  metal  in  bullion 

If  any  charge  is  made  for  changing  the  bullion  into  coin,  the 
value  of  the  metal  in  coin  differs  from  the  value  of  the  metal  in 
bullion  by  exactly  the  cost  of  changing  it  from  one  form  into 
another,  and  no  more 

And  when  Coins  are  exported  to  foreign  countries  they  have 
exactly  the  value  of  the  quantity  of  pure  metal  they  contain 

All  these  illustrious  writers,  except  those  who  declared  for  a 
single  standard,  pointed  out  that  the  Law  must  regulate  the 
value  of  the  Coins  according  to  the  relative  market  value  of  the 
metals  in  bullion.  This  was  for  a  long  time  attempted  to  be 
done  ;  but  the  attempt  was  finally  abandoned  as  hopeless,  as  it 
only  led  to  constant  disturbances  in  the  coinage 

Not  a  single  writer  during  this  long  period  ever  maintained 
that  the  legal  ratio  of  the  Coins  could  govern  the  relative  value 
of  the  metals  in  bullion 

K  2 
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Accordingly,  among  all  persons  of  sound  judgment,  the  Mono- 
metallic system  of  Coinage  was  gradually  accepted  as  demonstrated, 
just  as  the  heliocentric  system  of  Astronomy  of  Copernicus  was 
gradually  accepted  by  all  astronomers 

The  Government  of  India,  in  1806,  was  the  first  Government 
of  a  great  Empire  to  declare  its  adhesion  to  this  principle 

In  1816  the  Government  of  Great  Britain  was  the  first  to  adopt 
it  in  practice,  and  established  our  present  system  of  Coinage,  in 
conformity  with  the  facts  established  by  the  experience  of  ages 
and  the  arguments  of  the  most  eminent  authorities,  and  being 
tested  during  the  period  of  78  years,  has  proved  itself  to  be  the  most 
perfect  system  of  Coinage  ever  devised  by  the  ingenuity  of  man, 
and  which  State  after  State  is  now  adopting 

The  Bimdalists  assert  that  it  was  the  closing  of  the  French 
Hints  in  1874,  which  caused  the  Fall  in  the  Value  of  Silver 

2.  One  of  the  most  persistent  assertions  of  the  Bimetalists  is 
that  it  was  the  closing  of  the  French  Mints  in  1874  which  caused 
the  fall  in  the  Value  of  Silver,  whereas  the  direct  reverse  is  the 
fact,— It  was  the  Fall  in  the  Value  of  Silver  which  caused  the 
closing  of  the  French  Mints 

Even  in  1865,  when  the  Latin  Union  was  formed,  Italy 
declared  herself  in  favor  of  a  single  gold  standard.  But  soon 
after  the  formation  of  the  Union,  the  value  of  Silver  had  begun 
to  fall,  and  to  create  uneasiness  in  France.  A  Commission  was 
appointed  in  1867,  but  the  majority  were  not  then  convinced  of 
the  necessity  of  adopting  a  single  gold  standard,  and  reported 
against  it 

But  the  fall  continuing  and  becoming  more  severe,  the 
majority  of  a  Commission  in  1868  reported  in  favor  of  adopting 
a  single  gold  standard  for  France  :  and  a  Commission  in  1869-70 
came  to  the  same  conclusion 

In  Germany  also  the  fall  in  the  value  of  silver  began  to  create 
disturbance,  and  in  June,  1870,  a  Commission  was  appointed  to 
consider  the  expediency  of  adopting  a  single  gold  standard  in 
Germany 
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Bub  the  war  of  1870-71  put  an  end  to  these  discussions 

By  Acts  of  November,  1871,  and  May,  1873,  Germany  adopted 
a  single  gold  standard,  with  a  subsidiary  currency  of  silver 

In  December,  1872,  Belgium  adopted  a  single  gold  standard, 
with  silver  as  subsidiary 

In  December,  1873,  a  debate  was  held  at  the  Societe 
d'Economie  Politique  on  the  question  of  a  single  or  a  double 
standard,  and  the  majority  was  in  favor  of  a  single  gold 
standard 

A  Monetary  Conference  was  held  in  Paris  in  January,  1874. 
M.  Dumas,  of  the  Paris  Mint,  presided  :  M.  de  Parieu  was  Vice- 
President.  The  right  of  the  free  coinage  of  silver  was  abolished. 
This,  as  the  Economist  said,  was  "  an  adhesion  to  the  theory  of  a 
single  gold  standard  on  the  part  of  the  French  Government,  and 
their  appointment  of  M.  de  Parieu  as  one  of  the  Commissioners  to 
represent  them,  is  a  fresh  sign  of  their  being  in  favor  of  the 
gradual  abolition  of  a  law  which,  after  70  years'  experience,  is 
found  to  be  effete  in  theory  and  prejudicial  in  action" 

Thus  the  assertions  of  the  Bimetalists  are  utterly  confuted. 
It  would  be  absurd  to  suppose  that  the  French  Government  would 
have  taken  such  a  serious  course  as  to  close  the  Mints  to  the  free 
coinage  of  silver  without  extremely  cogent  reasons.  It  is  now 
shown  that  the  necessity  for  this  step  had  been  foreseen  for  six 
years,  and  it  was  only  done  after  the  fullest  discussion,  and  by  the 
recommendation  of  the  most  experienced  authorities 

Bimetalists  run  about  the  country  whimpering  that  no  one 
ever  attempts  to  answer  their  arguments,  they  pour  their  woes 
into  the  ears  of  sympathising  meetings  of  fortuitous  atoms  that 
they  are  totally  ignored  by  an  apathetic  Philistine  public — and 
the  reason  is  very  simple,  they  have  never  yet  produced  one  single 
reason  or  argument  that  the  long  tried  and  approved  system  of 
Coinage,  which  is  now  established  after  centuries  of  experience, 
and  the  unanswered  and  unanswerable  arguments  of  a  series  of 
some  of  the  most  illustrious  men  that  the  world  ever  saw,  that 
Bimetalism  is  impossible,  and  that  Monometalism  is  the  only 
system  of  Coinage  which  can  preserve  stability 

They  do  nothing  but  pour  forth  torrents  of  frothy  rhetoric 
and  declamation,  with  abusive  epithets  on  all  the  solid  arguments 
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upon  which  Monometallism  has  been  adopted,  which  they  are 
pleased  to  term  exploded  fallacies 

The  claim  of  the  Bimetalists  is  to  have  the  ratio  between  Gold 
and  Silver  fixed  by  Law.  Both  Oresme  and  Copernicus  showed 
this  is  impossible 

Oresme  in  1366,  showed  that  if  it  is  possible  to  fix  the  value 
of  one  thing  by  Law,  it  is  possible  to  fix  the  value  of  everything. 
Why  then  fix  only  the  value  of  Gold  and  Silver  by  law  ?  Great 
mercantile  calamities  are  caused  by  the  sudden  variations  in  the 
value  of  commodities.  Why  not  then  fix  the  value  of  all  com- 
modities ?  And  that  would  save  vast  mercantile  calamities 

Landlords  and  farmers  are  suffering  grievously  from  the  low 
prices  of  agricultural  produce,  caused  by  the  vast  importations 
from  foreign  countries.  Why  not  then  fix  the  value  of  all  agri- 
cultural produce  at  highly  remunerative  figures,  and  at  once 
relieve  their  distress  ?  Does  any  person  of  common  sense  suppose 
that  if  every  country  separately,  or  all  nations  combined,  made  a 
law  that  the  price  of  wheat  should  be  60#.  a  quarter,  that  that 
would  raise  the  price  of  wheat  one  farthing  ? 

Copernicus,  in  1526,  showed  that  a  country  can  no  more  have 
more  than  one  measure  of  value,  than  it  can  have  more  than  one 
measure  of  length,  or  weight,  or  capacity 

What  would  anyone  of  common  sense  say  if  the  Law  were  to 
allow  two  kinds  of  yards,  one  of  three  feet  and  the  other  of  two 
feet  to  be  in  common  use  in  the  country,  and  should  declare  that 
these  two  differing  yards  were  equal  in  length 

What  would  anyone  of  common  sense  say  if  the  Law  allowed 
a  pound  and  an  ounce  to  be  equally  called  a  pound,  and  declared 
them  to  be  of  the  same  weight  ? 

What  would  anyone  of  common  sense  say  if  the  Law  allowed 
two  standard  measures  of  capacity  to  be  used,  one  of  which 
contained  a  quart,  and  the  other  contained  a  pint,  and  declared 
them  to  be  equal  ? 

Would  it  not  be  equally  grotesque  for  the  Law  to  declare  that 
the  ratio  of  gold  to  silver  should  be  1  to  15J,  when  the  market 
ratio  of  gold  to  silver  is  1  to  o5 :  thereby  declaring  that 
15i  =  35 

Locke,  in  1692,  showed  that  if  the  Law  could  fix  an  arbitrary 
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ratio  between  gold  and  silver,  it  might  fix  it  at  anything.  Why 
then  should  not  the  Law  declare  that  Gold  and  Silver  should  be 
equal  in  value  weight  for  weight  ?  :  and  so  the  fortunate 
possessors  of  silver  would  suddenly  find  themselves  35  times  as 
rich  as  they  were  before 

It  is  melancholy  to  find  fallacies,  so  clearly  refuted  by  Oresme 
in  1366,  by  Copernicus  in  1526,  and  by  Locke  in  1692,  and  which 
are  contrary  to  the  very  rudiments  of  Economics,  repeated  at  the 
present  day  by  multitudes  of  grown  men  of  ability  wrho  have  good 
sense  in  the  common  affairs  of  life  ! 

Some  Bimetalists  allege  as  an  argument  that  nature  has 
provided  two  measures  of  value,  as  she  has  provided  men  with  two 
legs,  and  that  it  is  as  absurd  to  refuse  one  measure  of  value  as  it 
would  be  to  cut  off  one  of  a  man's  legs 

But  Commerce  does  not  rest  upon  two  legs  only — but  upon 
four — Paper,  Gold,  Silver  and  Copper — all  these  are  equally 
indispensable  to  the  commerce  of  this,  or  any  other,  great  mer- 
cantile country 

A  copper,  bronze,  or  other  similar  currency  is  quite  as  indis- 
pensable as  a  gold  or  silver  currency.  Why  then  should  not  the 
Law  declare  that  Copper  should  be  coined  in  unlimited  quantities, 
at  the  fixed  ratio  to  gold  of  15^  to  1,  when  its  natural  ratio  is 
about  900  to  1 

If  it  were  proposed  that  sovereigns  and  copper  coins  at  the 
ratio  of  1  to  15^  should  be  coined  to  unlimited  amount  and  made 
legal  tender — would  not  the  keenest  Bimetalist  shudder  at  such  a 
proposal  and  see  its  absurdity  ?  And  yet  copper  is  quite  as 
important  to  the  immense  majority  of  the  people — the  very 
poorest — as  silver  to  the  middling  classes,  and  gold  to  the  wealthy 
classes 

In  fact  the  wants  of  such  a  country  as  this,  and  similar  ones, 
imperatively  demand  a  metallic  currency  of  three  different  kinds  : 
if,  therefore,  we  are  to  have  Bimetalism,  the  natural,  logical,  and 
inevitable  consequence  is  that  we  must  have  Trimetalism 

Why  should  not  all  metals  be  coined  in  unlimited  quantities, 
and  made  legal  tender  at  the  ratio  to  gold  15^  to  1  ?  Bimetalists 
are  clamoring  for  an  increase  of  the  currency  :  this  plan  would  give 
them  an  increase  of  the  currency  to  their  heart's  content 
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Copper,  or  any  other  metal,  is  quite  as  much  a  natural 
measure  of  value  as  gold  or  silver,  and  in  a  vast  multitude  of 
cases  a  much  better  one.  And  exactly  the  same  principle  applies 
to  coining  all  metals  in  unlimited  quantities  at  the  ratio  to  gold 
of  15^  to  1,  and  making  them  legal  tender,  as  applies  to  coining 
silver  at  the  ratio  of  15^  to  1,  and  making  it  legal  tender  to  an 
unlimited  amount 

But  in  any  great  mercantile  Country  Paper  is  infinitely  more 
adapted  to  large  transactions  than  Gold,  Silver  or  Copper 

The  rock  upon  which  Bimetalists,  and  most  other  persons, 
founder  is  in  considering  Gold  and  Silver  only  to  be  the 
Currency  or  Circulating  Medium.  But  the  Currency  or 
Circulating  Medium  consists  of  Credit  in  all  its  forms,  both 
written  and  unwritten,  Gold,  Silver  and  Copper.  And  it  is  the 
aggregate  of  these  four  forms  of  Currency  which  forms  the 
Measure  of  Value,  or  of  Prices 

And  of  these  four  forms  of  Currency  Paper,  i.e.,  Credit,  exceeds 
all  the  other  three  one  hundred  fold.  And  it  is  the  vast 
expansions  and  contractions  of  Credit  which  govern  prices  far 
more  than  any  minute  variations  in  the  quantity  of  gold  and  silver. 
An  eminent  City  firm  laid  before  the  Committee  of  the  House 
of  Commons  on  the  Panic  of  1857,  an  analysis  of  the  operations 
of  the  house  for  one  year,  and  they  showed  that  out  of  £2,000,000 
of  payments  and  receipts,  only  £40,486  were  paid  in  Gold,  Silver 
and  Copper :  and  all  the  rest  in  various  forms  of  Credit.  Some 
bankers  instituted  an  inquiry  into  the  ratio  of  specie  to  Credit  in 
banking  operations,  and  the  result  was  that  only  4  per  thousand, 
or  *0025  per  cent,  were  in  specie,  and  all  the  rest  in  Credit. 
Hence  the  ratio  of  specie  to  Credit  was  less  than  1  to  99.  That 
is  to  say  that  in  the  price  of  commodities  99  parts  consist  of 
Credit,  and  only  1  part  of  specie.  We  shall  return  to  this 
afterwards 

It  has  now  been  shown  that  the  assertion  of  the  Bimetalists 
that  it  is  possible  to  maintain  Gold  and  Silver  Coins,  issued  in 
unlimited  quantities  at  a  fixed  legal  ratio,  in  circulation  together 
in  any  country,  is  wholly  unfounded  :  and  that  the  only  way  to 
keep  Silver  in  circulation  along  with  Gold  is  strictly  to  limit  its 
quantity,  as  is  done  in  the  Monometallic  system 
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Bimelalists  assert  that  the  Monometalists  wish  to  Demonetise 

Silver 

3.  The  Biinetalists  persistently  assert  that  Monometalists 
wish  to  Demonetise  Silver.  But  such  a  statement  is  wholly 
contrary  to  fact.  No  Monometalist  was  ever  demented  enough 
to  conceive  the  fatuous  idea  of  demonetising  Silver.  To  demonetise 
a  Coin,  or  a  metal,  is  to  exclude  it  totally  from  the  currency,  to 
forbid  it  totally  to  pass  in  payment  for  goods  or  debts 

The  Monometalists  perfectly  allow  that  Silver  and  Copper,  or 
other  similar  metal,  are  indispensable  portions  of  the  Currency, 
or  Circulating  Medium.  But  Silver  and  Copper  are  independent 
measures  of  value,  not  convertible  at  will  into  Gold.  Mono- 
metalists know  by  the  experience  of  ages,  and  the  clearest  reason- 
ings of  the  most  eminent  writers,  that  if  Gold,  Silver  and  Copper 
are  allowed  to  circulate  simultaneously  in  unlimited  quantities  at 
a  fixed  ratio,  the  one  of  the  three  which  has  the  Least  market 
value  will  infallibly  drive  the  other  two  out  of  circulation,  and 
itself  remain  alone  in  circulation.  If  Silver  and  Copper  were 
allowed  to  circulate  in  unlimited  quantities,  and  be  made  legal 
tender  to  an  unlimited  amount  at  the  fixed  ratio  of  15^  to  1  to 
Gold,  throughout  the  world,  it  is  an  assured  fact  that  Copper 
would  immediately  drive  both  Gold  and  Silver  out  of  circulation, 
and  itself  alone  remain  in  circulation,  throughout  the  whole  world. 
So  that  Copper  alone  would  be  the  Universal  Currency.  Do 
Bimetalists  wish  to  bring  about  such  a  result  ?  And  yet  that  is 
the  necessary  logical  consequence  of  their  doctrines 

What  Monometalists  contend  for  is  this — That  while  Silver 
and  Copper  are  indispensable  portions  of  the  Currency,  they  must 
be  placed  under  such  regulations  as  will  always  insure  that  they 
preserve  a  par  value  with  Gold,  which  can  only  be  done  by 
adopting  the  well  tried  and  long  approved  British  System  of 
Coinage,  which  is  now  being  followed  throughout  the  whole  world. 

Furthermore,  Monometalists  maintain  that  the  Supplementary 
Currency,  i.e.,  Credit,  or  Paper,  which  is  based  upon  the  Standard 
Unit  must  be  placed  under  such  regulations  as  that  it  shall  always 
preserve  a  par  value  with  it,  into  which  it  professes  to  be  con- 
vertible. So  that  the  whole  Circulating  Medium  or  Currency, 
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which  comprehends  four  different  terms — Credit  or  Paper,  Gold, 
Silver  and  Copper,  and  the  aggregate  of  which  constitutes  the 
Measure  of  Prices,  shall  always  preserve  a  uniform  par  value  with 
the  Standard  Unit,  and  so,  on  the  whole,  constitute  but  one 
Uniform  Measure  of  Value 

The  assertion,  therefore,  of  the  Bimetalists  that  Monometalists 
wish  to  demonetise  Silver  is  wholly  unfounded 

The  Bimetalists  assert  that  if  Gold  or  Silver  were  coined  in 
unlimited  quantities  at  a  Fixed  Legal  Ratio,  both  metals  would 
circulate  to ff ether,  and  so  enlarge  the  Circulating  Medium,  or 
Currency 

4.  This  assertion,  which  indeed  contains  the  pith  of  the 
whole  case  of  the  Bimetalists,  is  proved  to  be  utterly  unfounded, 
by  the  experience  of  600  years 

Passing  over  the  earlier  period  in  which  this  assertion  was 
shown  to  be  totally  unfounded,  we  may  come  to  modern  times 
when  the  system  of  Bimetalism,  which  the  Bimetalists  advocate, 
was  in  force 

In  1666,  Charles  II.  opened  the  Mint  to  the  free  Coinage  of 
Gold  and  Silver  in  unlimited  quantities,  and  without  any  charge. 
By  the  Mint  Indentures  it  was  intended  that  guineas  should  pass 
current  for  20.9.,  but  they  were  never  made  legal  tender  at  that 
rate,  and  they  were  allowed  to  pass  current  at  such  a  rate  as  the 
public  chose  to  receive  them.  Silver  was  the  standard  unit,  and 
guineas  soon  passed  for  22s.  :  and  it  was  only  because  they  were 
not  tied  by  any  fixed  legal  ratio  to  silver  that  they  remained  in 
circulation  at  all.  If  it  had  been  attempted  to  have  made  them 
legal  tender  for  20s.,  they  would  have  instantly  disappeared  from 
circulation.  The  Silver  coins  became  so  degraded  and  debased 
that  guineas  rose  to  30s.  On  the  re-coinage,  Parliament 
reduced  their  value  gradually,  and  by  several  Treasury  Warrants 
their  price  was  finally  fixed  at  21s.  Qd.  Thus  the  Bimetalists 
had  their  ideal  system.  Did  then  Gold  and  Silver  circulate 
together  ?  Quite  the  reverse.  All  the  good  Silver  disappeared 
as  soon  as  it  was  issued  from  the  Mint.  Sir  Isaac  Newton 
showed  that  the  true  market  value  of  the  guinea  was  only 
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20s.  8<7.,  and  recommended  that  it  should  be  reduced  to  21s.  by 
way  of  experiment,  and  it  might  afterwards  be  seen  if  any 
further  reduction  was  necessary 

Parliament  acted  upon  this  suggestion,  and  in  1717,  the 
value  of  the  guinea  was  reduced  by  proclamation  to  21s.  In 
1718,  it  passed  a  resolution  that  no  further  changes  should  be 
made,  and  none  were  made  till  1816 

Here  again  was  the  ideal  system  of  the  Bimetalists.  The 
Mint  was  open  to  all  comers  for  the  free  coinage  of  Gold  and 
Silver  without  any  charge,  at  the  fixed  legal  rate  of  the  guinea 
at  21s.,  and  did  the  result  correspond  to  the  vaticinations  of  the 
Bimetalists  ?  Did  Gold  and  Silver  circulate  together  at  the  legal 
ratio  ?  Did  people  bring  their  Gold  and  Silver  in  large  quantities 
to  be  coined  at  the  fixed  legal  ratio  ? 

It  was  in  all  respects  exactly  the  contrary.  The  guinea 
being  overrated  by  4d.  drove  the  whole  of  the  good  silver  out  of 
circulation.  During  the  whole  of  the  century  the  silver  in 
circulation  was  nothing  but  the  basest  trash.  No  one  brought 
their  Silver  to  the  Mint  to  be  coined.  What  person  of  common 
sense  would  bring  his  silver  to  the  Mint  to  be  coined,  when 
silver  that  was  worth  twelvepence  in  bullion,  was  reduced  by 
coining  to  the  value  of  ninepence  ?  The  Master  of  the  Mint 
testified  in  1816  that  during  the  whole  of  the  56  years  of  the 
reign  of  George  III.  only  £64,000  in  silver  were  coined  at  the 
Mint 

It  was  in  1717  that  the  custom  and  usage  of  merchants 
established  Gold  as  the  sole  standard  of  payment,  and  thus 
England  became  practically  a  gold  Monometallic  country,  both 
for  all  internal  transactions  as  well  as  for  the  Foreign  Exchanges, 
though  the  effete  words  of  Bimetalism  were  not  expunged  from 
the  Statute  Book  for  another  century.  The  Master  of  the 
Mint  declared  in  1816  that  the  Law  merely  established  and 
legalised  the  system  which  had  been  adopted  by  public  opinion 
since  1717 

Again,  let  us  take  the  period  which  Bimetalists  themselves 
cite  as  the  golden  age  of  Bimetalism — that  from  1803  to  1873 
in  France 
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After  multitudes  of  changes  the  ratio  between  Gold  and 
Silver  was  fixed  in  France  at  about  the  same  period  as  it  was 
fixed  in  England  ;  but  in  the  reverse  way.  Silver  was  overrated 
and  Gold  was  underrated.  Gold  disappeared  from  circulation, 
and  France  became  practically  a  Silver  Monometallic  country,  for 
the  very  same  reason  that  England  became  practically  a  Gold 
Monometallic  country 

In  1803  Silver  was  declared  the  standard  unit,  but  Gold  and 
Silver  Coins  were  freely  coined  at  the  legal  ratio  of  1  to  15^. 
Here  then  again  was  the  ideal  system  of  the  Bimetal ists,  which 
they  themselves  cite  as  their  golden  age.  Bid,  then,  Gold  and 
Silver  equally  circulate  together  in  large  quantities  in  France 
from  1803  to  1873  ?  It  was  exactly  the  contrary.  Soon  after 
1803,  such  immense  quantities  of  silver  were  brought  into  France 
as  the  plunder  of  foreign  countries,  that,  while  the  legal  ratio 
was  1  to  15J,  the  market  ratio  fell  to  1  to  17.  From  1803  to 
1850  gold  was  constantly  at  a  premium.  The  inevitable  con- 
sequence followed,  there  was  no  gold  in  general  circulation,  and 
when  gold  was  wanted,  a  premium  had  to  be  paid  for  it 

In  1850  the  market  ratio  of  Silver  to  Gold  was  15|  to  1  : 
but  soon  after  the  gold  discoveries  in  California  and 
Australia,  the  market  price  of  gold  began  to  fall.  In  a  few  years 
the  ratio  of  Silver  to  Gold  fell,  or  the  value  rose,  from  15|  to  15f, 
or  15^-,  and  that  apparently  slight  change  in  the  market  value 
of  Gold  and  Silver  was  sufficient  to  drive  the  whole  of  the 
Silver  Currency  out  of  France,  and  substitute  Gold  for  it.  In  a 
very  few  years,  from  150  to  200  millions  of  Silver  were  displaced, 
and  from  150  to  200  millions  of  Gold  were  substituted  for  it. 
Consequently  this  vast  amount  of  gold  was  not  added  to  the 
already  existing  Silver  Currency,  according  to  the  fanciful  dreams 
of  the  Biinetalists,  it  simply  displaced  the  Silver,  and  the 
standard  was  changed  from  Silver  to  Gold,  without  any  aug- 
mentation of  the  Currency.  Thus  the  imaginative  assertions 
of  the  Bimetalists  are  completely  disproved  by  the  inexorable 
logic  of  facts 

Soon  after  the  formation  of  the  Latin  Union,  Silver  began  to 
fall,  and  it  became  clear  to  the  eyes  of  the  Government  that  it 
was  impossible  to  maintain  both  metals  in  circulation  at  a  fixed 
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legal  ratio.  Commissions  in  1868  and  1869-70  pronounced  in 
the  strongest  manner  in  favor  of  a  single  gold  standard.  After 
the  war  in  1873,  and  after  Germany  and  Belgium  had  adopted 
the  single  gold  standard,  a  solemn  debate  was  held  by  the  sup- 
porters of  the  two  systems  at  a  meeting  of  the  Socwte  tf  Economic 
Politique,  and  the  majority  of  the  meeting  was  equally  convinced 
that  it  was  absolutely  impossible  to  maintain  both  metals  in  cir- 
culation in  unlimited  quantities,  at  a  fixed  ratio.  Thus  it  was 
found  to  be  the  conviction  of  the  majority  that  Bimetalism  is  a 
delusion  and  a  chimera,  and  accordingly  the  French  Mint  was 
closed  to  the  free  coinage  of  silver  in  1874  :  and  then,  for 
practical  purposes,  France  became  a  Gold  Monometallic  country, 
because  her  foreign  exchanges  are  settled  in  Gold  :  although  the 
illusory  nominal  rate  still  remains  on  her  Statute  Book,  as  it  did 
in  England  for  a  century.  Thus  practical  necessities  and  mer- 
cantile usage  and  custom  completely  set  at  naught  a  few  vain 
words  printed  in  a  book 

Thus,  when  the  Birnetalists  tell  us  that  a  legal  ratio  between 
Gold  and  Silver  was  for  centuries  maintained  both  in  England 
and  France,  they  are,  in  a  Pickwickian  sense,  like  those  juggling 
fiends  that  palter  with  us  in  a  double  sense,  that  keep  the  word 
of  promise  to  the  ear,  and  break  it  to  the  hope.  They  commit 
both  the  mppressio  veri  and  the  suggestio  falsi.  They  tell  what  is 
true  in  the  letter,  that  a  legal  ratio  between  Gold  and  Silver  was 
printed  in  a  book  both  in  England  and  France  for  centuries,  and 
they  would  have  us  believe  that  this  had  the  effect  of  keeping  the 
market  value  of  the  metals  at  that  rate,  and  both  metals 
remained  in  circulation  at  the  fixed  legal  ratio  :  whereas  they 
wholly  omit  to  tell  us  that  the  actual  facts  utterly  belied  the 
delusive  expectations  they  hold  out  to  us.  The  actual  facts  were 
that  the  metal  which  was  overrated  invariably  drove  out  the 
metal  which  was  underrated,  and  alone  remained  master  of  the 
field.  That  under  the  Law  of  Bimetalism  the  two  metals  never 
circulated  together  in  any  country.  That  so  far  from  the  fixed 
legal  ratio  governing  the  value  of  the  metals,  Governments  had 
from  time  to  time  to  alter  the  legal  ratio  so  as  to  conform  to  the 
market  ratio  :  and  that  all  civilised  Governments  have  now 
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become  convinced  of  the  necessity  of  abandoning  this  ridiculous 
and  delusive  farce,  and  of  conforming  themselves  to  the 
demonstrated  Laws  of  Nature 

No  Responsible  Government   will  have   anything   to    do    tvith 

Bimetalism 

9.  The  example  set  by  England  in  1816,  of  adopting  a 
single  Gold  Standard,  with  Silver  only  as  subsidiary,  and  limited 
to  small  change,  had  now  been  followed  by  Belgium — and  by  France 
for  all  practical  purposes,  because  by  permitting  an  unlimited 
issue  of  Gold  in  which  her  Foreign  Exchanges  are  settled,  and 
rigorously  restricting  Silver,  she  practically  became  Monometallic, 
although  she  allows  five  franc  pieces  to  be  unlimited  legal  tender 
in  her  internal  commerce  ;  and  although  the  illusory  ratio  of  15^ 
to  1  still  remains  on  her  Statute  Book,  it  is  practically  dead — 
and  was  soon  afterwards  followed  by  several  other  States 

Holland  had  a  Bimetallic  currency,  gold  and  silver  being 
equally  legal  tender.  When  the  great  discoveries  of  gold  took 
place,  being  alarmed  at  the  prospect  of  a  great  fall  in  the  value 
of  gold,  she  demonetised  gold  in  haste  in  1853,  and  repented  at 
leisure.  In  1872,  she  began  to  perceive  the  necessity  of  retracing 
her  steps,  and  found  the  inconvenience  of  maintaining  a  silver 
standard,  when  all  her  neighbours  had  a  gold  one.  At  first  she 
hankered  after  reverting  to  Bimetalism.  But  at  length  in  1875, 
the  slow  moving  Dutch  became  convinced  of  its  hopelessness, 
and  of  the  necessity  of  conforming  to  the  monetary  systems  of 
her  neighbors,  and  adopted  a  single  gold  standard 

Scandinavia,  comprising  Denmark,  Sweden,  and  Norway,  had 
a  silver  standard,  but  in  1876  adopted  a  uniform  gold  standard 

In  1877,  Finland,  being  sorely  troubled  with  the  fall  in  the 
value  of  silver,  adopted  a  single  gold  standard,  and  has  since 
found  perfect  peace 

Japan  was  afflicted  with  the  monetary  troubles  which  inevit- 
ably follow  an  attempt  to  maintain  Bimetalism.  When  the 
country  was  opened  up  to  foreign  commerce,  it  was  flooded  with 
foreign  silver  dollars  which  brought  down  the  whole  system.  In 
vain  she  tried  to  maintain  Bimetalism  at  the  ratio  of  15 J  to  1, 
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but  at  length,  finding  it  hopeless,  in  1872  she  adopted  a  single 
gold  standard,  with  silver  as  subsidiary,  and  legal  tender  for 
about  4  n.s-. 

Italy  has  adopted  a  gold  standard  in  imagination,  of  which 
she  was  in  favor  in  1865,  but  how  long  it  will  be  before  she  can 
realise  it  in  fact,  when,  as  we  are  informed,  there  is  nothing  to 
be  seen  there  at  the  present  day  but  copper  and  inconvertible 
paper  money  in  circulation,  remains  to  be  seen 

In  Austria  silver  was  the  nominal  standard,  but  in  fact  she 
had  nothing  but  depreciated  paper  money.  In  1875,  she  began 
seriously  to  discuss  the  resumption  of  cash  payments.  But  the 
manufacturers  and  merchants  opposed  it,  imagining  that  they 
had  some  advantages  in  it  in  their  foreign  commerce,  and  in 
other  respects.  But  these  fancies  were  refuted,  and  the  Congress 
assembled  to  discuss  the  question  strongly  reported  in  favor  of  a 
single  gold  standard,  and  said  that  the  expense  of  adopting  it 
would  be  amply  repaid  by  avoiding  the  constant  losses  which  the 
rate  of  exchange  against  silver  brought  with  it.  After  germinat- 
ing in  the  Austrian  mind  for  15  years,  a  joint  Austro- Hungarian 
Commission  in  1892  unanimously  reported  in  favor  of  a  single 
gold  standard  for  Austro- Hungary,  and  Laws  to  carry  this  into 
effect  have  been  passed  by  the  Parliaments  of  both  kingdoms. 
Though  how  far  her  entanglement  with  paper  money  may  retard 
the  full  execution  of  these  laws  remains  to  be  seen 

Roumania  has  adopted  a  single  gold  standard 

It  has  been  announced  that  Russia  has  been  accumulating 
large  quantities  of  gold  coin  with  the  view  of  resuming  cash  pay- 
ments with  a  single  gold  standard,  at  some  future  time — probably 
at  the  Greek  Kalends 

Canada,  so  far  as  monetary  matters  are  concerned,  is  a 
perfectly  independent  State.  Other  British  colonies  are  bound  to 
follow  th.e  lead  of  their  grandmother  in  their  Coinage.  But 
Canada  alone  has  the  right  to  adopt  any  system  of  coinage  she 
pleases, — Bimetalism,  or  any  other.  But  she  resolutely  adheres 
to  gold  Monometalism.  Although  her  accounts  are  kept  in 
dollars,  her  standard  unit  is  the  British  sovereign,  and  silver  is 
only  legal  tender  for  10  dollars.  And  while  the  United  States 
have  been  convulsed  and  tormented  with  their  monetary  vagaries, 
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Canada  has  enjoyed  perfect  serenity.  With  such  an  example 
under  her  very  eyes,  it  is  not  to  be  supposed  that  she  will  plunge 
into  the  folly  of  Bimetalism 

Persia  has  absolutely  prohibited  the  importation  of  silver  by 
private  persons 

Now  can  any  rational  man  suppose  that  while  all  these 
countries,  after  full  experience  for  centuries  of  the  troubles  and 
disturbances  of  Bimetalism,  have  repudiated  it  and  adopted  gold 
Monometalism,  they  will  be  moved  to  abandon  their  deliberate 
and  deeply  considered  course,  and  revert  to  the  exploded  chimera 
of  Bimetalism,  at  the  frothy  rhetoric  and  baseless  assertions  of 
its  advocates  ? 

Bimetalists  tell  us  that  it  is  the  abandonment  of  Bimetalism 
which  has  caused  these  troubles  in  some  countries.  But  it  is 
exactly  the  reverse.  All  the  countries  which  were  fortunate 
enough  to  take  refuge  in  Gold  Monometalism  before  the  terrific 
down  plunge  of  silver  in  recent  years,  have  found  perfect  serenity. 
While  it  is  only  those  countries  like  the  United  States,  which 
have  long  been  the  paradise  of  currency  vagaries,  and  India, 
which  from  the  first  adopted  the  wrong  metal  as  her  single 
standard,  and  missed  the  grand  opportunity,  which  she  had  in 
1864,  of  retracing  her  error  and  establishing  a  single  gold 
standard  on  a  sound  basis,  which  have  been  disturbed 

On   the  Difference  letiveen  the  Times  when  Bimetalism  was 
attempted  to  be  maintained,  and  the  Present  Times 

10.  It  has  been  shown  that  the  attempts  in  former  times  to 
maintain  Bimetalism,  and  allowing  degraded  and  debased  Coin 
to  remain  in  circulation  along  with  good  Coin,  threw  all  com- 
merce into  confusion.  But  there  is  a  vast  difference  between 
those  times  and  the  present,  when  it  is  proposed  to  restore  the 
exploded  system  of  Bimetalism 

When  formerly  Princes  held  it  to  be  a  portion  of  their 
Divine  Right  to  alter  the  weight  and  debase  the  fineness  of 
their  Coin  as  often  as  they  pleased,  and  yet  to  insist  that  their 
people  should  receive  the  degraded  and  debased  coin  at  exactly 
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the  same  value  as  good  Coin,  and  when  they  had  at  last  given  up 
this  fancy,  and  attempted  to  follow  the  market  value  of  Gold 
and  Silver  in  fixing  the  legal  ratio  of  their  Coins,  but  at  the 
same  time  issued  good  Coin  without  withdrawing  the  degraded 
and  debased  Coin  from  circulation,  merchants  and  traders  had 
the  remedy  in  their  own  hands.  They  at  once  raised  the  price 
of  their  goods,  and  even  more  than  necessary,  in  order  to  insure 
themselves  receiving  a  certain  quantity  of  pure  metal  in  exchange 
for  their  goods.  If  the  Legislature  chose  to  call  a  sixpence  a 
shilling,  merchants  and  traders  simply  charged  two  shillings  for 
their  goods  instead  of  one.  They  wanted  a  certain  quantity  of 
standard  bullion  for  their  goods,  quite  irrespective  of  the  number 
of  pieces  it  was  contained  in.  So,  though  there  were  many 
inconveniences  to  both  parties,  it  was  possible  for  merchants  and 
traders  to  rub  on  with  such  a  system.  But  in  those  days  there 
were  no  great  Public  Debts,  and  no  great  Public  Banks,  which 
were  liable  to  pay  vast  sums  of  a  specified  metal  on  demand 

But  at  the  present  time  the  British  Government  is  bound  to 
pay  about  £27,000,000  in  Gold  to  its  creditors  every  year,  and 
in  the  aggregate,  the  Banks  in  the  United  Kingdom  are  liable  to 
pay  about  £1,000,000,000  in  Gold  on  demand  to  their  creditors  : 
and  this  contract  is  binding  on  both  parties  :  the  banks  are 
bound  to  pay  this  vast  sum,  and  their  creditors  are  bound  to 
receive  this  fixed  amount,  without  alteration 

Now  suppose  that  it  was  seriously  intended  by  Parliament  to 
enact  Bimetalism  at  the  ratio  of  15^  to  1,  when  the  natural 
market  rate  is  35  to  1,  what  would  that  mean  ?  It  would  simply 
mean  that  the  State,  all  Banks,  and  other  Institutions,  and  all 
private  persons,  who  were  liable  to  pay  20s.  in  Gold,  should  be 
allowed  to  discharge  their  debts  with  about  10s.  in  silver. 
Would  the  Creditors  of  the  Banks  be  so  blind  as  to  wait  for  that  ? 
Such  an  Act  could  not,  of  course,  be  passed  and  carried  into 
execution  in  an  instant  by  a  coup  d'etat.  When  Mr.  Attwood 
brought  forward  his  motion  to  re-establish  Bimetalism  in  1830, 
it  was  recognized  that  silver  had  not  fallen  more  than  5  per  cent., 
so  that  the  Creditors  of  Banks  would  receive  19s.  in  the  £. 
What  did  Mr.  Merries,  the  Master  of  the  Mint,  say  would  be  the 
effect  if  Parliament  were  to  entertain  such  a  proposal  ?  He  said 

VOL.  II.,  PART  1  L 
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that  it  would  cause  an  instant  run  upon  the  Banks,  so  that  their 
Creditors  might  make  sure  of  being  paid  their  debts  in  full. 
He  said  that  such  a  proposal  would  make  the  country  bankrupt 
in  24  hours,  and  Mr.  Huskisson  and  Sir  Robert  Peel  thoroughly 
agreed  with  him 

But  the  case  is  infinitely  more  serious  now.  Silver  has 
fallen  not  only  5  per  cent.,  but  50  per  cent.  So  that  if  Parlia- 
ment were  to  yield  to  the  advice  of  the  Bimetalists,  Creditors  of 
Banks  would  only  receive  about  10s.  in  the  £  of  their  debts. 
Suppose  that  the  Creditors  of  Banks  were  informed  that 
Parliament  seriously  intended  to  pass  a  law  that  Banks  might 
pay  their  Creditors  with  10s.  in  silver  in  the  pound,  would  they 
not  all  rush  off  in  a  body  to  demand  payment  in  Gold  while  they 
could  get  it  ?  Thus  every  Bank  in  the  Kingdom  would  stop 
payment  in  24  hours 

The  Creditors  of  the  State  could  not,  of  course,  demand 
instant  payment  in  Gold,  because  their  Rentes  are  only  payable 
at  fixed  periods.  But  if  Parliament  were  to  enact  that  the  State 
might  pay  off  her  debts  at  10s.  in  the  pound,  it  would  be  simply 
ii  National  Bankruptcy  :  it  would  ruin  the  Credit  of  Great 
Britain  at  a  blow  :  and  she  would  at  once  descend  to  the  level 
of  Argentina 

During  all  this  period  of  monetary  disturbance  in  the  United 
States,  the  Government  had  the  legal  right  to  discharge  its  debts 
in  gold  or  in  dollars — the  silver  dollar  being  now  worth  about  65 
cents.  But  the  Government  has  utterly  refused  to  avail  itself  of 
its  legal  rights.  It  has  invariably  declared  that  it  will  discharge 
all  its  debts  in  gold,  at  whatever  cost  to  itself  :  and  it  has 
maintained  its  resolve  all  along  :  nor  is  there  any  fear  that  it 
will  recede  from  it  in  future.  The  United  States  have  infinitely 
too  much  respect  for  themselves  to  declare  a  National  Bankruptcy  : 
and  is  it  possible  to  conceive  that  the  Government  of  Great 
Britain  should  condescend  to  a  depth  of  meanness  and  baseness 
and  fraud,  which  the  Government  of  the  United  States  have 
scorned  to  do,  even  though  it  is  allowed  by  Law  ? 

A  Solemn  Warning 

11.  But  we  are  not  without  solemn  warnings.  Unlimited 
issues  of  Inconvertible  Paper  Money  stand  on  exactly  the  same 
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footing,  and  obey  exactly  the  same  laws,  as  unlimited  issues  of 
Inconvertible  Silver.  And  we  have  numerous  examples  of  the 
effects  of  Inconvertible  Paper  Money  to  furnish  us  with  sure 
guides  as  to  the  reasoning  about  unlimited  issues  of  Silver 

Bank  Xotes  payable  in  cash  on  demand  cannot  fall  to  a  dis- 
count, for,  if  they  did,  the  holders  of  them  would  immediately  go 
to  the  Banks  and  demand  money  for  them,  and  the  Banks  would 
at  once  pay  the  penalty  of  their  imprudent  issues.  But  Incon- 
vertible Money  is  itself  an  independent  measure  of  value,  just 
like  Gold  or  Silver 

During  the  last  century,  up  to  1793,  the  Bank  managed  its 
issues  by  a  sagacious  rule  of  thumb,  and  though  there  were  many 
Commercial  Crises,  quite  as  severe  as  those  of  this  century,  there 
were  never  any  Monetary  Panics  until  1793,  when  the  Bank 
abandoned  its  well  tried  and  safe  practical  rule  of  thumb,  and 
ever  since  1800  has  been  managed  on  Theories,  every  one  of 
which  has  broken  down  in  practice,  and  which  have  produced 
those  terrible  Monetary  Panics  which  have  been  the  scandal  and 
the  opprobrium  of  the  Economical  and  Financial  statesmanship 
of  the  present  century 

After  the  suspension  of  cash  payments  by  the  Banks  of 
England  and  Ireland  in  1797,  both  Banks  abandoned  their  well 
tried  rule  of  thumb,  and  adopted  the  Theory,  founded  on  an 
obscure  sentence  in  Adam  Smith,  that  they  might  make  unlimited 
issues  of  Paper  Money,  on  what  they  were  pleased  to  term  good 
Mercantile  Bills.  The  Paper  Money  of  both  Banks  very  soon  fell 
to  a  heavy  discount.  The  depreciation  of  the  Bank  of  England 
Notes  drew  the  attention  of  Lord  King  and  other  able  writers, 
and  they  laid  down  the  Law  of  Paper  Money,  which  we  have 
designated  "  Lord  King's  Law  of  Paper  Money."1  The  Bank  of 
Ireland  had  made  such  extravagant  issues  of  Paper  Money  that 
its  Xotes  had  fallen  to  a  discount  of  20  per  cent.,  utterly  disor- 
ganising all  the  commerce  between  Dublin  and  London.  A 
Committee  of  the  House  of  Commons  was  appointed  on  the 
subject,  and  issued  a  Report  condemning  the  Bank  of  Ireland  and 
its  Theories  in  the  severest  langu 

lSee  2>->st,  Chap.  X 
*See  post,  Chap.  XII. ,  S.-.-ti-m  III 
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For  some  reason  or  another  the  Bank  of  England  Note 
recovered  much  of  its  value  after  1804 — perhaps  they  became 
more  cautious  in  consequence  of  the  severe  condemnation  of  their 
Irish  sister.  But  as  schoolboys  soon  forget  a  severe  castigation, 
the  Bank  of  England  soon  forgot  the  vicarious  castigation  they 
had  received  in  the  person  of  their  Irish  sister 

1807,  1808,  and  1809  were  years  of  enormous  speculation. 
The  Bank  of  England  made  the  most  reckless  and  extravagant 
issues  of  Paper  Money,  on  the  very  same  Theory  that  the  Bank 
of  Ireland  had  done,  and  the  consequence  was  exactly  the  same. 
The  Bank  Note  fell  to  a  discount  of  nearly  20  per  cent.,  the 
market,  or  paper,  price  of  Bullion  rose  to  £4  11s.,  the  Foreign 
Exchanges  fell  accordingly,  throwing  all  commerce  into  confusion. 
This  state  of  affairs  caused  the  appointment  of  the  famous  Bullion 
Committee,  of  whose  Report  we  give  an  analysis  below1 

In  the  debate  in  the  House  of  Commons  in  1811,  the  clearest 
evidence  was  given  that  there  were  two  prices  for  everything,  a 
gold  price  and  a  paper  price,  that  a  guinea  was  commonly 
exchanged  for  a  £1  Bank  Note  and  seven  shillings.  Nevertheless, 
the  Government  brought  in  a  motion  that  in  popular  estimation 
a  £1  Bank  Note  and  Is.  were  equal  to  a  guinea,  and  under  the 
influence  of  party  passion  the  House  of  Commons  voted  that 
27  =•-=  21.  Subsequently  an  Act  was  passed  making  it  penal  to 
make  any  difference  between  Bank  Notes  and  guineas.  But  this 
Act  was  wholly  ineffectual.  Freed  from  all  control  by  the  fatuous 
vote  of  the  House  of  Commons,  the  Bank  issued  paper  money 
more  extravagantly  than  ever.  In  1815  the  market  price  of  gold 
rose  to  £5  10s.,  and  the  Bank  Note  fell  to  14s.  Qd.  Thus  an  Act, 
even  though  sanctioned  by  penalties,  wholly  failed  to  maintain 
Bank  Notes  and  guineas  at  par.  The  consequences  of  this  futile 
attempt  are  detailed  further  on 

When  the  French  Convention  issued  Assignats  they  soon  fell 
to  a  heavy  discount.  The  Convention  enacted  the  penalty  of 
death  against  all  those  who  did  not  receive  the  assignats  as  equal 
in  value  to  specie.  And  for  all  that,  the  assignat  fell  to  the 
36,000th  part  of  its  value  in  specie 

Thus  it  was  made  manifest  that  human  Laws,  even  though 

*See  post,  Chap.  XII.,  Section  I 
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sanctioned  with  the  direst  penalties,  were  wholly  ineffectual  to 
control  the  Laws  of  Xature 

Since  then,  all  attempts  have  been  given  up  to  maintain  an 
equality  of  value  between  specie  and  inconvertible  paper  money. 
Does  any  one  now  propose  to  maintain  a  fixed  legal  ratio  between 
specie  and  Russian  paper  rubles,  or  Argentine  cedulas  ? 

The  very  same  principles  apply  to  the  attempt  to  maintain  a 
fixed  legal  ratio  between  gold  and  inconvertible  silver  issued  in 
unlimited  quantities  by  printing  so  many  words  in  a  book 

When  the  Protectionists  wished  to  keep  up  the  price  of  wheat 
to  805.  a  quarter,  they  were  not  so  inane  as  to  suppose  that  they 
could  effect  that  by  simply  passing  an  Act  :  they  took  the  very 
practical  method  of  imposing  very  heavy  duties  on  the  importa- 
tion of  wheat,  so  as  to  limit  the  supply 

The  proposal  to  enact  a  fixed  legal  ratio  between  gold  and 
silver  at  1  to  15^,  when  the  natural  ratio  is  1  to  35  is  equally 
futile  ;  the  only  way  is  to  strictly  limit  the  issue  of  inconvertible 
silver,  as  Great  Britain  and  every  great  state  have  now  done 

On  the  Restoration  of  a  Gold  Standard  to  India 

12.  When  some  armchair  Economists  hear  of  the  proposal 
to  re-establish  a  Gold  Currency  in  India,  they  are  startled  and 
amazed  at  the  vast  ness  of  the  operation,  and  some  do  not  hesitate 
to  denounce  it  as  lunacy.  But  the  question  is,  not  what  recluse 
dreamers  think  about  the  matter,  but  what  the  responsible 
authorities,  and  men  who  are  perfectly  conversant  with  the 
previous  history  of  the  case,  and  the  circumstances  which  brought 
about  the  present  state  of  matters,  and  the  present  condition  of 
the  country,  think  possible  and  advisable.  After  all  it  is  a  pure 
matter  of  figures.  The  real  question  is — What  would  be  the 
quantity  of  Gold  required  to  effect  this  purpose  ?  and  how  is  it 
to  be  obtained  ? 

Xow  all  those  who  are  responsible  for  the  administration  of 
India,  are  unanimously  of  opinion  that  the  present  sole  legal 
Silver  standard  has  inflicted  incalculable  injury,  both  on  the 
Government  and  on  its  commerce,  and  that  it  is  indispensable  to 
re-establish  a  Gold  Standard  and  Currency 
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The  only  question,  then,  is — how  is  it  to  be  effected  ? 

Some  persons  have  an  idea  that  Silver  alone  has  been  from 
time  immemorial  the  standard  of  India,  that  it  is  impossible  to 
change  the  ancient  habits  of  the  people,  and  that  India  is  a  very 
poor  country,  and  Silver  alone  is  suitable  for  her  wants.  On  the 
other  hand  it  has  been  stated,  on  seeming  authority,  that  Gold 
alone  has  been  the  standard  of  India  from  time  immemorial,  and 
that  Silver  was  first  coined  by  her  Mogul  conquerors.  Both  these 
statements,  however,  are  erroneous.  India  has  been  accustomed 
both  to  Gold  and  Silver  from  the  earliest  ages.  India  produces 
large  quantities  of  Gold,  but  no  Silver.  Nevertheless,  from  pre- 
historic times,  vast  quantities  of  Silver  have  been  imported  into 
her  to  purchase  Gold.  The  ratio  of  Gold  to  Silver  in  Persia  was 
1  to  13,  while  in  India  it  was  1  to  8.  Consequently,  vast 
quantities  of  silver  were  sent  to  purchase  Gold.  The  Silver  was 
brought  from  Tarshish  and  exchanged  for  the  gold  dust  of  Ophir, 
which  Sir  Alexander  Cunningham  holds  to  be  the  country  of  the 
Lower  Indus.1  He  says  that  the  earliest  Indian  Coins  were  small 
flat  pieces  of  silver,  either  square  or  round,  and  named  Kdrsha. 
These  silver  coins  are  found  all  over  India  from  Kabul  to  the 
mouth  of  the  Ganges,  and  from  the  Himalayas  to  Cape  Comorin. 
There  are  hundreds  of  these  coins  in  Indian  collections  and  in 
the  British  Museum.  This,  of  course,  disposes  of  the  statement 
that  silver  was  first  coined  by  the  Mogul  dynasty.  What  it  seems 
the  Moguls  did  was  to  be  the  first  to  coin  rupees 

Sir  A.  Cunningham  says  that  these  square  silver  coins  were 
current  long  before  the  time  of  Buddha,  i.e.,  in  the  sixth  century 
B.C.,  as  in  his  time  they  were  known  by  the  name  of  "  pur  ana" 
or  old  coins.  He  is  of  opinion  that  they  may  be  as  old  as  1 ,000  B.C. 

Bat  Gold  was  not  coined  at  nearly  so  early  a  date.  It  was 
found  as  gold  dust,  and  it  was  kept  in  small  packets  of  fixed 
weight.  Job  describes  the  gold  of  Ophir  as  "dust  of  gold."2 
Isaiah  says3 — "  They  lavish  gold  out  of  the  bag  and  weigh  silver 
in  the  balance."  Darius  exacted  as  tribute  from  the  Punjab4 
360  talents  of  gold  dust,  which  was  coined  into  Darics.  All  the 

1  Coins  of  Ancient  India.     7?//  Major-  General  Sir  A.  Cunningham,  London,  1891. 

Vb&  XXVIII.,  6,  16  *Is.  XLVL,  6 

^Herodotus  III.,  94,  96,  98 
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other  satrapies  paid  their  tribute  in  silver.  From  this  Sir  A. 
Cunningham  concludes  that  in  the  sixth  century  B.C.  the  Indians 
had  no  gold  Coinage 

But  these  vast  masses  of  silver  were  imported  into  Northern 
India,  and  there  was  comparatively  little  silver  in  Southern  India. 
Up  to  1818  gold  was  the  standard  in  Southern  India,  with  copper 
for  small  change.  This  is  a  conclusive  reply  to  the  allegation 
that  Gold  is  not  suitable  for  the  standard  currency  of  India,  as 
being  a  poor  country.  It  was  only  in  1818  that  the  East  India 
Company  made  their  silver  rupee  the  standard  coin  in  Southern 
India.  It  was  the  East  India  Company  which  made  silver  the 
sole  standard  throughout  India,  when  they  might  just  as  easily 
have  adopted  gold.  It  was  the  most  disastrous  error  ever  com- 
mitted by  that  great  Company  in  their  wonderful  career 

We  have  next  to  consider  the  conditions  necessary  for  re- 
establishing a  Gold  Currency  in  India  :  they  are — 

(1)  That  the  Foreign  Exchanges  should  be  in  favor  of  the 
country 

(2)  That  it  should  not  be  counteracted  by  the  circulation  of 
masses  of  Inconvertible  Paper  Money 

Now  the  Foreign  Exchanges  have  been  uniformly  in  favor  of 
India,  with  scarcely  an  exception,  for  2,000  years,  and  probably 
a  great  deal  more 

Even  since  the  earliest  days  of  the  Roman  Empire,  the 
constant  and  uniform  flow  of  the  precious  metals  into  India 
attracted  the  notice  of  Roman  writers.  Gibbon  says1  that  the 
natives  of  the  East  were  content  with  their  own  productions  and 
manufactures.  But  every  year  120  vessels  sailed  for  the  East, 
and  silver  was  the  only  instrument  of  commerce  on  the  side  of 
the  Romans.  Pliny  says2  that  every  year  about  one  hundred 
millions  of  sesterces,  or  about  £800,000,  in  the  precious  metal 
were  exported  to  the  East.  And  this  influx  of  the  precious  metals 
into  India  has  continued  ever  since.  Even  since  the  demoneti- 
sation of  gold  by  Lord  Dalhousie  in  1852,  several  millions  of  gold 

1  Decline  and  Fall  of  the  Roman  Empire,  Chap.  2. 
2  Nat.  Hist.  XII. ,  41. 
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.  are  imported  into  India  every  year.  The  state  of  the  Foreign 
Exchanges  is,  therefore,  as  satisfactory  as  it  can  possibly  be  for 
the  re-establishment  of  a  Gold  Currency 

Next,  with  regard  to  Inconvertible  Paper  Money — it  is  like 
the  Bishop's  Chapter  on  snakes  in  Iceland — "  there  are  no  snakes 
in  Iceland  " — so  there  is  no  Inconvertible  Paper  Money  in  India. 

It  is  impossible  therefore  to  imagine  a  country  in  a  more 
favorable  position  for  a  restoration  of  a  Gold  Currency  than  India. 

"We  have  already  shown  that  the  demonetisation  of  gold  by 
Lord  Dalhousie  in  1853  was  soon  seen  to  be  a  most  disastrous  error, 
and  that  all  the  public  authorities,  and  public  opinion,  both  British 
and  native,  loudly  demanded  the  restoration  of  a  Gold  Standard 
and  a  Gold  Currency.  In  many  districts  the  natives  them- 
selves had  organised  a  Circulating  Medium  of  gold  bars,  and 
in  the  South  the  natives  bitterly  complained  that  sovereigns  were 
not  received  at  the  public  treasuries.  It  has  also  been  shown 
that  sovereigns  had  a  very  extensive  circulation  throughout  the 
whole  of  India,  and  that  public  opinion,  both  British  and  native, 
was  unanimous  in  demanding  that  the  sovereign  should  be  adopted 
as  the  standard  unit  throughout  the  whole  country 

There  never  was  in  any  country  a  movement  so  weighty  and 
unanimous  to  change  the  monetary  standard  from  Silver  to  Gold, 
and  the  attempt  to  do  so  in  1864  only  failed  because  it  was  tainted 
with  Bimetalism.  It  being  then  perfectly  well  known  why  the 
experiment  failed  in  1864,  it  follows  that  this  great  reform  may 
now  be  effected  with  perfect  success 

Mr.  Hollingbery,  an  official  of  the  highest  ability,  and  who 
had  the  very  best  official  information,  estimated  that  in  1874  the 
Silver  Currency  of  India  amounted  to  £130,000,000,  and  that 
the  quantity  of  gold  necessary  to  restore  a  Gold  Currency  to 
India  was  most  certainly  under  £60,000,000 

Mr.  William  Douglas,1  a  very  high  authority,  estimates  that 
the  silver  currency  in  India  in  1892  amounted  to  about 
£160,000,000.  Without  being  able  to  guarantee  the  absolute 
accuracy  of  these  estimates  within  a  certain  number  of  millions, 
they  are  quite  sufficiently  so  for  all  practical  purposes 

1  The   Currency  of  India,  London,  1892 


§12]  A    GOLD    STANDARD    IN    INDIA  531 

So  it  may,  or  it  may  not,  be  correct  within  a  certain  number 
of  millions,  that  £60,000,000  of  gold  would  be  sufficient  to 
restore  a  Gold  Currency  to  India  at  the  present  time,  but  it  is 
quite  sufficient  for  all  practical  purposes. 

The  next  question  is,  where  are  these  £60,000,000,  or  say 
£80,000,000,  of  gold  to  be  got  from  ?  Many  persons  are  alarmed 
at  the  effect  which  such  a  demand  for  gold  might  have  on  the 
European  markets 

The  answer  to  this  is  perfectly  satisfactory  and  conclusive. 
India  would  not  require  to  take  an  ounce  of  gold  from  the 
European  markets.  She  has  within  her  own  borders  many  times 
as  much  gold  as  would  be  necessary  to  restore  a  Gold  Currency  to 
her,  even  supposing  that  it  was  much  higher  than  the  best  con- 
jectured official  estimate 

When  Lord  Dalhousie  demonetised  gold  in  1853,  it  was 
estimated  that  £120,000,000  of  gold  disappeared  from,  circulation 
and  was  hoarded  away.  But  it  was  well  known  to  every  one  that 
there  were  then  hoarded  away  vast  quantities  of  gold.  It  is  known 
that  from  1835  to  1890  there  were  £131,000,000  of  gold  im- 
ported into  India.  So  that,  allowing  for  any  deductions,  it  is 
positively  certain  that  there  are  enormous  quantities  of  gold 
hoarded  away,  which  have  only  to  be  enticed  out  of  their  hiding 
places,  on  a  sufficient  inducement  being  offered,  to  be  trans- 
formed into  coin 

Says  Mr.  Douglas1 — "  In  1835  it  was  supposed  that  the  gold 
then  accumulated  in  the  country  in  various  forms — a  great 
portion  in  the  old  gold  mohurs  and  pagodas  which  were  legal 
tender  before  that  date,  was  equal  to  about  140  millions  pounds 
sterling.  Since  then,  as  already  stated,  gold  equal  to  about  131 
million  pounds  sterling  has  been  imported  and  retained,  and 
allowing  for  exports  across  the  border  to  Central  Asia,  it  is 
believed  that  there  is  now  a  stock  of  gold  in  India  equal  to  at 
least  250  million  pounds  sterling.  A  recent  writer  is  inclined  to 
put  it  as  high  as  300  millions.  But  this  is  merchandise  and  not 
currency,  and  hoarding  of  gold  is  therefore  encouraged.  For  if 
exchange  were  at,  say  2s.,  any  one  possessing  100  sovereigns,  if 

i  TJie  Cvrrenvj  of  India,  1892 
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he  wished  to  lend  them  out  at  interest,  would  not  be  able  to  sell 
them  for  more  than  about  Rs.  1,000,  which  would  be  the  sum 
lent  in  currency.  But  he  might  be  repaid  when  exchange  was  at 
Is.  4rf.,  and  then  his  Rs.  1,000  would  only  buy  66  sovereigns, 
whereas  if  he  retained  his  100  sovereigns  till  exchange  declined 
to  Is.  4^.,  he  could  buy  with  them  Rs.  1,500.  This  illustration 
shows  why  gold  hoarding  ahvays  takes  place  in  any  country  with  a 
depreciating  currency  and  gold  at  a  premium" 

This  last  remark  is  most  pregnant  and  important.  It  is 
universally  true.  And  it  must  have  been  proceeding  in  India, 
with  the  constantly  falling  value  of  the  rupee,  at  a  greatly 
accelerated  rate.  So  that  what  with  the  known  importations  of 
gold,  and  the  enormous  quantities  of  it  known  to  be  hoarded  away, 
it  may  probably  be  reasonably  conjectured  that  the  existing  stock 
of  gold  in  India  is  fully  five  times  as  much  as  would  be  necessary 
to  restore  the  Gold  Currency,  without  requiring  a  single  ounce 
from  any  foreign  source.  So  that  alarm  of  the  scholastic 
Economists  may  be  quieted 

We  had  some  conversations  with  Colonel  Smith,  late  Director 
of  the  Calcutta  Mint,  who  had  not  the  slightest  doubt  that  a  gold 
standard  might  be  restored  to  India,  with  the  greatest  facility  : 
though  there  were  objections  to  the  particular  scheme  he 
proposed 

Again  Mr.  Douglas  says1 —  "  In  1876  the  Bengal  Chamber  of 
Commerce  petitioned  the  Viceroy,  Lord  Lytton,  to  prohibit,  or 
limit,  the  coining  of  rupees,  but  they  omitted  to  point  out  in  what 
way  a  gold  currency  could  be  introduced,  or  how  the  balance  of 
indebtedness  in  the  external  trade  would  be  paid.  The  Govern- 
ment very  properly  replied  that  they  could  not  close  the  mints  to  the 
coinage  of  silver  tvithout  at  the  same  time  opening  them  to  the  free 
coinage  of  Gold  as  legal  tender  money 

"But  in  1878  Lord  Lytton's  Government  itself  made  a 
proposal  to  the  Government  at  home  for  the  introduction  of  a 
gold  standard  and  a  gold  currency."  But,  of  course,  it  was 
quashed  at  home 

At  last,  in  1892,  after  14  years  of  apathy  and  hesitancy  and 
delay,  terrified  at  the  tremendous  fall  in  the  value  of  silver,  and 

1  The  Currency  of  India,  p.  35. 
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the  prospect  of  the  repeal  of  the  Sherman  Act  by  the  United 
States,  and  the  probable  deluge  of  silver  that  would  be  poured  in 
on  unhappy  India,  the  Government  of  India  sought  the  permission 
of  the  Home  Government  to  close  the  Indian  mints  to  the  free 
coinage  of  silver,  with  the  view  of  the  restoration  of  the  Gold 
Standard  and  Currency.  The  Home  Government  referred  the 
proposal  of  the  Indian  Government  to  a  Committee  of  presumed 
experts,  who  with  great  hesitancy  and  dubiety  agreed  to  the 
proposition  of  the  Indian  Government,  except  that  the  signature 
of  the  most  distinguished  member  of  the  Committee,  Lord 
Herschell,  was  withheld.  Thus,  at  last,  the  bold  and  decisive 
step  of  closing  the  Indian  Mints  to  the  free  coinage  of  silver 
was  taken,  which  ought  to  have  been  done  at  least  sixteen  years 
before 

But  this  is  only  a  half  measure.  It  was  avowedly  done  to 
prevent  the  further  fall  in  the  value  of  the  rupee,  and  to  prevent 
the  deluge  of  silver  which  seemed  likely  to  be  poured  into  India. 
And  in  this  they  have  been  successful.  They  have  arrested  the 
fall  in  India  itself.  But  they  have  not  produced  stability  in  the 
Exchanges,  nor  can  any  such  measure  do  so.  The  impression 
they  conveyed  to  the  public  was  that  this  measure  would  make 
the  exchanges  stable  at  Is.  &d.  for  the  rupee.  But  in  this  it  has 
wholly  failed.  The  India  Council  have  never  been  able  to  sell 
their  bills  at  Is.  ±d. ;  and  for  some  time  they  refused  to  sell  any 
bills  at  all,  and  to  meet  their  payments  due  in  England,  they  pre- 
ferred to  obtain  authority  to  raise  a  sterling  loan  of  £10,000,000 
in  England.  But  such  a  measure  cannot  be  repeated.  The 
Council  were  at  last  obliged  to  give  in,  and  the  price  of  their  bills 
has  continued  to  .fall.  On  the  17th  of  May,  1894,  the  Council 
were  obliged  to  sell  bills  at  Is.  O^fd.  ^"o  wonder  that  every 
account  from  India  says  that  the  public  are  getting  more  and 
more  irritated,  and  the  position  is  intolerable 

One  negative  merit,  however,  the  Government  have  had  in  the 
present  trouble — they  have  refused  to  listen  to  a  word  in  favor  of 
Bimetalisra 

The  Government  have  committed  themselves  to  the  restoration 
of  the  Gold  Standard  and  Currency,  and  from  that  determination 
they  cannot  resile.  But  with  the  first  indispensable  measure  of 


534  THEORY    OF    CREDIT  [CHAP.  VII 

closing  the  mints  to  the  free  coinage  of  silver,  it  would  seem  that 
their  energies  are  exhausted  :  they  have  not  given  the  faintest 
public  indication  of  their  intention  of  taking  measures  to  effect 
the  indispensable  completion  of  their  work  by  restoring  the  gold 
standard.  And  yet  Lord  Lytton  pointed  out  in  1876  that  the 
necessary  complement  of  closing  the  mints  to  the  free  coinage  of 
silver  was  to  restore  the  gold  standard 

Why,  then,  is  this  incomprehensible  delay  ?  The  Government 
have  the  ball  at  their  feet.  Their  course  is  clear  before  them, 
well  buoyed  out  by  the  errors  of  their  predecessors.  They  have 
gold  in  profusion  at  command.  The  exchanges  can  never  be 
rendered  stable  except  by  the  restoration  of  a  common  standard 
unit.  Why,  then,  this  delay,  to  which  there  seems  no  end  ? 

Having  taken  the  bold  and  indispensable  preliminary  step  of 
closing  the  mints  to  the  coinage  of  silver,  the  crowning  of  their 
work  is  perfectly  simple  and  easy.  There  are  but  two  subordinate 
considerations,  which  must  be  determined  by  the  advice  of  expe- 
rienced persons  most  conversant  with  the  conditions  of  the 
country.  These  are — 

(1)  What  should  be  the  ratio  fixed  between  the  sovereign  and 
the  rupee  ? 

(2)  Should   the   rupee  continue   to   be   legal   tender    to  an 
unlimited  amount,  as  at  present  ?  or  should  it  be  limited 

With  respect  to  the  first  of  these  questions,  the  Government 
may  fix  the  ratio  at  any  figure  they  please,  which  will  draw  forth 
the  gold  from  its  hiding  places  to  be  brought  to  the  Mint  to  be 
coined.  If  the  coining  of  silver  as  a  subsidiary  coinage  be  strictly 
limited,  the  subsidiary  silver  coinages  of  England,  France, 
Holland,  and  other  countries  show  what  a  wide  margin  may 
subsist  between  the  rated  and  the  market  value  of  the  Coins.  On 
this  point,  therefore,  there  is  no  difficulty.  It  would  seem  to  be 
expedient  to  fix  the  value  of  the  sovereign  somewhere  about  6  or 
8  per  cent,  above  the  market  value  of  silver 

With  respect  to  leaving  the  silver  rupee  as  unlimited  tender, 
or  limiting  it,  we  have  the  examples  of  England  on  one  side,  and 
France  and  Holland  on  the  other.  In  England,  not  only  is  silver 
limited  in  amount,  but  it  is  also  limited  as  legal  tender.  In 
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France  and  Holland  silver  is  limited  in  amount,  but  it  is  not 
limited  as  legal  tender.  Mr.  Douglas,  a  very  high  authority, 
considers  that  the  limitation  of  silver  as  legal  tender  in  England 
is  unnecessary,  and  that  it  is  sufficient  to  limit  it  in  amount,  but 
it  is  not  probable  that  Parliament  would  consent  to  alter  the 
present  system  in  England.  But  the  examples  of  France  and 
Holland  certainly  seem  to  bear  out  Mr.  Douglas's  opinion. 
Which  system  would  be  most  suitable  for  India  must  be 
determined  by  the  advice  of  the  most  experienced  Indian  experts. 
At  all  events  the  stability  of  exchange,  which  is  the  principal 
point  to  be  considered,  is  perfectly  secure  on  either  system,  as 
may  be  seen  in  the  case  of  France.  Although  five  franc  pieces 
are  unlimited  legal  tender  within  the  country,  the  foreign 
exchanges  are  settled  in  Gold.  And  to  preserve  stability  in  the 
exchanges,  it  is  only  necessary  that  the  unit  in  which  the  exchanges 
are  settled  should  be  the  same.  The  state  of  the  subsidiary  or 
complementary  currency  has  no  effect  on  the  exchanges.  At  the 
present  time  the  foreign  exchanges  of  France  are  in  perfect  order. 

One  thing,  however,  is  positively  certain,  that  it  will  never  be 
possible  to  maintain  a  stable  rate  in  the  exchanges  between 
England  and  other  gold  using  countries,  and  India  under  the 
present  imperfect  and  uncompleted  system.  It  was  proved  before 
the  House  of  Commons  that  it  is  not  possible  to  maintain  a  stable 
exchange  between  countries  which  do  not  use  the  same  metal  as 
their  standard  ;  and  there  can  be  no  Monetary  Peace  between 
India  aud  England  until  the  Gold  Sovereign  is  made  the  single 
standard  unit  throughout  the  whole  Empire 

Mr.  Douglas  concludes  in  these  scathing  and  bitter,  but 
o'ertrue  words — "  All  these  attempts  to  give  India  a  whole  and 
sound  currency  have  been  steadfastly  overruled  by  the  authorities 
at  home.  The  Home  Government  has  been  in  the  habit  of 
passing  on  the  Indian  proposals  to  the  consideration  of  Com- 
mittees, consisting  of  irresponsible  theorisers,  or  men  under 
London  monetary  and  Stock  Exchange  influences.  The  fixed 
idea  of  the  latter  is,  that  the  United  Kingdom  is  really  the  only 
country  that  should  have  a  gold  standard,  and  that  silver  is  good 
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enough  for  all  the  rest  of  the  world.  They  tried  hard,  but  tried 
in  vain,  in  1872,  to  prevent  Germany  from  introducing  the  gold 
standard,  and  France  from  discarding  bimetalism.  They  found, 
however,  the  financial  statesmen  of  both  countries  keenly  alive  to 
what  the  best  interests  of  their  people  demanded,  and  by  no 
means  to  be  cajoled  into  thinking  that  what  was  good  for  the 
United  Kingdom  should  not  also  be  good  for  them  :  and  it  is 
all  the  better  for  our  own  country  that  Germany  and  France,  in 
recent  years,  have  had  an  equally  sound  currency  with  itself : 
just  as  it  has  been  a  great  evil  to  us,  and  a  still  greater  evil  to 
the  Indian  people,  that  their  currency  has  consisted  of  a  discarded 
and  depreciating  metal.  But  although  the  London  financial 
"  octopi "  were  unable  to  stop  the  action  of  France  and  Germany 
in  the  right  direction,  most  unfortunately  India,  through  the 
statesmen  in  Downing  Street  ultimately  responsible  for  the  direc- 
tion of  her  affairs,  has  been  within  their  power  and  influence. 
Up  till  now  they  have  prevailed  in  maintaining  a  state  of  things 
in  which  gold  is  held  to  be  the  right  standard  for  ourselves,  but 
the  discarded  and  depreciated  silver  of  the  rest  of  the  world  good 
enough  for  our  great  dependency.  The  Committees  referred  to 
did  not,  as  a  rule,  contain  a  single  banker,  a  single  merchant, 
a  single  manufacturer  connected  with  the  Indian  trade,  or  any 
one  really  representative  of  the  Indian  people,  or  any  one  with 
sufficient  practical  knowledge  to  enable  him  to  guide  the 
application  of  sound  currency  principles  to  the  special  circum- 
stances of  the  case  :  yet  the  Home  Government  sheltered  themselves 
behind  their  opinions  in  refusing  to  sanction  the  change  recom- 
mended. This  comes  out  particularly  clear  from  the  way  in  which 
the  Indian  proposals  of  1878  were  dealt  with.  Those,  therefore, 
responsible  for  the  continuance  of  the  cruel  wrong  inflicted  on 
the  Indian  people  in  the  matter  of  their  currency,  are  not  the 
Viceroy's  Government,  but  the  authorities  at  home  " 

Nor  is  this  merely  individual  mercantile  opinion,  however 
high,  but  the  Times  correspondent,  as  embodying  general  public 
opinion  in  India,  writes  home  21st  May,  1894 — "The  opinion  is 
freely  expressed  on  all  sides  that  the  Secretary  of  State  has 
allowed  himself  to  be  made  the  tool  of  persons  who  sought  from 
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the  first  to  thwart  the  measures  adopted  last  June.  Even  the 
opponents  of  these  measures  admit  that  they  have  not  had  fair 
play.  The  situation  is  most  critical.  Even  if  the  cotton  duties 
are  imposed,  they  will  go  but  a  little  way  towards  meeting  the 
deficit  which  is  now  inevitable,  and  what  is  still  more  serious,  a 
bitter  feeling  is  universal  that  the  India  Office  has  betrayed  its 
trust,  and,  by  subservience  to  the  selfish  interests  of  Lombard 
Street  and  Manchester,  has  done  more  to  shake  the  British 
Empire  in  India  than  anything  which  has  happened  in  this 
century  " 

Is  not  this  expression  of  independent  public  opinion  sufficient 
to  rouse  the  Government  from  their  torpor  ? 

The  whole  of  this  unhappy  India  business  for  20  years  is  an 
everlasting  stigma  on  the  British  Economic  and  Financial  States- 
manship of  the  nineteenth  century 

On  the  Alleged  Scarcity  and  Appreciation  of  Gold 

13.  In  these  discussions  a  most  nonsensical  expression  has 
come  into  vogue.  The  Biruetalists  constantly  speak  of  the 
Appreciation  of  gold,  meaning  that,  from  an  alleged  scarcity  of  it, 
it  has  risen  in  value 

Now  even  if  it  were  true  that  there  is  a  scarcity  of  gold,  to 
speak  of  it  as  "  appreciation "  is  absurd.  Appreciation  means 
estimating  a  thing  at  its  true  value.  If  a  great  poet  or  philosopher 
is  said  not  to  have  been  appreciated  by  his  generation,  it  means 
that  they  did  not  estimate  him  at  his  true  value,  or  merit 

It  has  become  very  usual  to  speak  of  the  Depreciation  of 
silver,  meaning  the  fall  in  its  value.  But  this  is  quite  inaccurate. 
Depreciation  means  that  a  thing  is  not  of  the  value  it  professes  to 
be.  Thus,  if  shillings  become  below  their  legal  weight  by  wear 
and  tear,  or  by  clipping,  or  other  bad  practices,  or  if  coins  are 
debased  in  their  fineness  below  the  legal  standard,  and  are  still 
allowed  to  pass  current,  they  are  said  to  be  depreciated.  But  if  a 
fall  in  the  value  of  silver  takes  place  from  natural  causes,  it  is  not 
Depredation,  but  a  Diminution  in  value,  as  we  have  already 
pointed  out 

So  if  a  Bank  Xoto,  which  professes  to  be  of  the  value  of  20s., 
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is  only  really  of  the  value  of  14s.  6^.,  it  is  depreciated  because  it 
is  not  of  the  value  which  it  professes  to  be  of 

But  to  speak  of  any  supposed  increase  in  the  value  of  gold 
from  an  alleged  scarcity  of  it  as  appreciation  is  absurd 

But  the  alleged  scarcity  of  gold  is  purely  mythical.  It  exists 
only  in  the  imagination  of  the  Bimetalists.  The  earth  teems 
with  gold.  The  supply  of  it  is  constantly  increasing,  and  new 
sources  of  its  production  are  being  discovered  every  day.  Indeed, 
the  Times  of  22nd  May,  1894,  says — "  The  world's  supply  of 
gold  now  seems  excessive."  We  can  hardly  take  up  a  paper 
without  reading  of  new  fields  of  gold  being  discovered  :  and  after 
making  every  allowance  of  a  heavy  discount  for  the  rose-coloured 
pictures  of  correspondents  and  the  cunning  wiles  of  company 
promoters,  et  hujus  generis  omnis,  there  can  be  no  reasonable 
doubt  that,  within  a  short  period,  we  may  expect  an  increase  in 
the  annual  production  both  of  gold  and  silver  only  inferior,  if 
indeed  inferior,  to  that  which  took  place  on  the  conquest  of 
Mexico  and  Peru,  and  the  discoveries  in  California  and  Australia. 

The  alleged  rise  in  the  value  of  gold  is  supposed  to  be  proved 
because  a  certain  number  of  commodities  have  fallen  in  price. 
But  in  fact,  the  fall  in  the  price  of  these  commodities  can  be  fully 
accounted  for  in  the  change  of  the  conditions  of  the  productions 
themselves  ;  and  if  some  commodities  have  fallen  in  price,  there 
are  many  others  which  have  not  fallen.  Besides,  the  price  of 
many  commodities  depends  upon  the  condition  of  trade  far  more 
than  the  state  of  the  currency,  and  has  nothing  to  do  with  any 
amount  of  gold 

Among  other  things  the  price  of  that  mighty  department  of 
Economics,  named  Labor,  has  not  fallen,  except  perhaps  in  some 
few  isolated  instances.  On  the  contrary,  wages  generally  have 
risen 

But  the  most  decisive  example  is  that  which  is  usually  called 
the  Money  Market,  or,  as  it  ought  more  properly  to  be  called,  the 
Credit  Market,  as  we  have  shown  further  on 

In  recent  times  discount  has  often  fallen  to  J  per  cent.  It  is 
most  commonly  between  1^  and  2  per  cent.,  and  it  very  seldom 
now  rises  to  3  per  cent,  in  this  country.  On  the  21st  of  May, 
1894,  the  nominal  Bank  rate  of  interest  was  2  per  cent.,  the 
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market  rate  of  interest  was  |  to  1  per  cent.,  and  the  price  of  the 
2|  Consols  was  lOu.1,.  This  shows  that  2j  per  cent,  is  now 
considered  the  usual  average  rate  of  interest  in  this  country. 
How  could  that  possibly  be  if  there  was  really  a  scarcity  of  gold 
as  alleged  ?  In  the  days  of  Charles  II.,  when  gold  was  really 
scarce,  the  usual  rate  of  interest  was  10  per  cent. 

This  alleged  scarcity  of  gold  is  a  pure  delusion,  and  exists  only 
in  the  imagination  of  the  Bimetalists,  and  is  only  a  cry  got  up 
by  them  to  beguile  the  public  into  their  schemes  of  Bimetalism. 
How  can  gold  be  scarce  when  any  amount  of  Credit  can  be 
procured  on  good  security  at  1  per  cent.  ?  Such  an  assertion 
confutes  itself  among  all  persons  who  really  understand  business. 
It  all  arises  from  ignorance  of  the  principles  and  mechanism  of 
our  colossal  system  of  Credit.  And  on  this  subject  the  common 
text  books  on  Economics  are  simply  worth  nothing  at  all.  Adam 
Smith,  Say  and  Mill  admit  that  Credit  has  exactly  the  same  effect 
on  prices  as  money  itself.  Smith  classes  Bank  Notes,  Bills  of 
Exchange,  &c. — which  are  all  Credit — as  Circulating  Capital. 
Say  begins  by  including  Instruments  of  Credit  under  the  term 
Wealth :  and  has  given  some  notices  of  their  use  in  commerce. 
Mill  admits  that  Bank  Notes,  Cheques,  Bills  of  Exchange,  &c. — 
which  are  all  Credit — act  in  the  same  way,  and  perform  all  the 
functions  of  Money.  He  also  admits  that  a  promise  or  order  to 
pay — i.e.,  a  Credit — issued  by  a  solvent  merchant  or  banker  is  of 
the  same  value  as  gold.  He  also  admits  that  Credit  produces  the 
same  effects  on  prices  as  money.  But  beyond  these  few  per- 
functory sentences,  these  writers  have  no  more  conception  of  the 
great  juridical  and  scientific  principles  and  mechanism  of  the 
colossal  system  of  Credit,  than  so  many  children  of  six  years  old 
have  of  the  triple  expansion  engines  of  the  Campania 

The  rock  upon  which  the  Bimetalists,  and  almost  all  persons 
without  exception  who  bemuse  themselves  and  their  readers  by 
chattering  about  the  Currency,  or  Circulating  Medium,  founder  is 
that  Gold  and  Silver  only  constitute  the  Currency,  or  Circulating 
Medium,  and  the  Measure  of  Value,  or  Prices.  And  that  prices  are 
governed  solely  by  increasing  or  decreasing  quantities  of  Gold  and 
Silver.  That  doctrine  might  possibly  have  had  some  appearance 
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of  truth  several  hundred  years  ago,  but  at  the  present  day  it  is 
utterly  exploded,  and  out  of  date.  In  this  and  other  great 
mercantile  countries,  such  as  the  United  States,  where  there  is 
a  regularly  organised  system  of  Mercantile  Credit  and  Banking, 
Gold  and  Silver  do  not  form  more  than  1  or  3  or  4  per  cent,  of 
the  Currency,  or  Circulating  Medium,  and  Measure  of  Prices 

Even  in  the  most  common  books  on  Economics  it  may  be 
seen  that  it  is  admitted  that  Credit,  in  various  forms,  has  exactly 
the  same  effects  on  production  and  prices  as  an  equal  quantity  of 
Gold  and  Silver,  though  the  writers  never  had  any  conception  of 
the  stupendous  effects  of  this  admission 

"We  have  in  fact  passed  through  the  ages  of  Gold  and  Silver, 
and  left  them  long  behind  us.  This  is  the  age  of  Credit,  or 
Paper  :  and  no  one  who  does  not  study  and  thoroughly  compre- 
hend the  principles  and  mechanism  of  the  colossal  system  of 
Credit,  Mercantile  and  Banking,  can  form  the  most  distant  con- 
ception of  the  effects  of  an  increased  or  decreased  quantity  of 
Gold  and  Silver  on  prices,  and  is  not  justified  in  writing  on  the 
question 

The  great  difficulty  in  imbuing  the  minds  of  students  with 
the  true  principles  of  Credit  consists  in  the  elementary  notions 
which  the  common  text-books  on  Economics  instil  into  the  minds 
of  their  readers.  They  allege  that  all  Wealth  is  the  produce  of 
land,  labor,  and  capital,  and  that  Labor  is  the  cause  of  all  Value  ; 
though  they  abound  in  flat  contradictions  of  such  doctrines. 
When  students,  therefore,  whose  minds  have  been  filled  with 
these  elementary  ideas,  see  gold  sovereigns  and  silver  shillings, 
they  readily  admit  them  to  be  wealth,  because  they  are  the  pro- 
ducts of  land,  labor,  and  capital.  But  when  they  are  told  that 
Eights  of  action,  i.e.,  Credits,  or  Debts,  are  Wealth,  for  exactly 
the  same  reasons,  and  under  the  same  conditions  that  Gold  and 
Silver  are  Wealth,  they  are  startled  and  shy  at  such  a  doctrine 

The  solution  of  the  whole  difficulties  which  perplex  and 
confuse  Economics  at  the  present  day,  is  to  revert  to  the  original 
and  unanimous  doctrine,  which  the  ancients  held  for  1300  years, 
that  Exchangeability  is  the  sole  essence  and  principle  of  Wealth, 
and  that  everything  is  Wealth  which  is  exchangeable,  or  which 
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can  be  bought  and  sold,  no  matter  what  its  nature  or  its  form 
may  be  ;  and  that  Demand  is  the  sole  cause  of  Value 

As  pointed  out  in  the  dialogue  Eryxias,  cited  above,  metallic 
money  is  wealth  only  in  those  places  and  at  those  times  in  which 
it  is  exchangeable,  or  can  purchase  other  things.  Wherever  and 
whenever  it  ceases  to  be  exchangeable,  or  has  lost  its  purchasing 
power,  it  ceases  to  be  Wealth 

But  the  Promise  to  pay  of  a  solvent  merchant  or  banker  is 
equally  Wealth,  as  even  Mill  himself  admits,  because  it  will  be 
paid  or  purchased  in  money  by  the  issuer  at  maturity.  The 
Bank  of  England  stamps  a  piece  of  paper  with  the  promise  to 
pay  £100  on  demand.  This  Note  has  Value,  and  is  Wealth, 
because  the  Bank  is  ready  to  purchase  it  with  100  sovereigns  at 
any  moment  the  holder  of  it  pleases 

Moreover,  if  persons  would  study  any  elementary  text-book  of 
Jurisprudence  before  they  write  on  such  a  subject  as  Credit,  they 
would  see  that  Eights  of  action,  such  as  Credits,  or  Debts,  as  well 
as  other  species  of  Rights,  are  saleable  commodities,  just  like 
Gold  and  Silver.  Thus  the  famous  Eoman  jurist,  Ulpiau,  says — 
"  We  are  accustomed  to  buy  and  sell  Debts  payable  on  a  certain 
day  and  at  a  certain  event.  Because  that  is  Wealth  (Res)  which 
can  be  bought  and  sold."  So  in  Roman  Law,  Credits  or  Debts 
(and  other  rights)  are  termed  Pecunia,  Bona,  Res,  Jferx:  in 
Greek  Law,  ^p^ara,  Trpay/xara,  overt  a,  aya0a,  OIKOS,  &G.  :  and  in 

English  Law,  Goods,  Chattels,  Merchandise,  vendible  commodities, 
incorporeal  property,  incorporeal  wealth 

Thus  the  whole  mass  of  existing  Rights  of  action,  Credits,  or 
Debts,  in  this  or  any  other  country,  is  a  gigantic  species  of 
Exchangeable  Property,  just  like  Gold,  Silver,  corn,  timber, 
manufactured  goods,  or  any  other  material  chattels 

The  superlative  importance  of  this  is,  that  in  this  country  all 
commerce  and  trade  is  carried  on  by  the  Creation,  the  Circulation, 
and  the  Extinction  of  these  saleable  commodities  termed  Credits, 
or  Debts,  and  not  by  Gold  and  Silver.  By  the  usage  of  trade, 
ready  money  in  the  City  of  London  means  a  three  months'  bill. 
And  these  Rights  of  action,  and  other  Rights,  form  articles  of  export 
and  import  between  country  and  country,  and  affect  the  Foreign 
Exchanges,  exactly  in  the  same  way  as  material  commodities  do 
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The  fact  is  that  the  value  of  Gold  is  determined  not  by  the 
quantity  of  Gold  alone,  but  by  the  aggregate  of  Gold  and  of  all 
Credits  payable  in  gold — which  may  be  termed  Gold  Credits 

The  value  of  Silver  is  determined  not  by  the  quantity  of  Silver 
alone,  but  by  the  aggregate  of  Silver,  and  of  all  Credits  payable 
in  Silver — which  may  be  termed  Silver  Credits 

And  the  market  ratio  of  Gold  to  Silver  is  determined  not  by 
the  quantity  of  Gold  and  Silver  alone,  but  by  the  ratio  of  the 
aggregate  of  Gold  and  all  Gold  Credits  to  the  aggregate  of  Silver 
and  all  Silver  Credits 

Another  delusion  which  obscures  the  comprehension  of  this 
subject  is  that  which  the  concoctors  of  the  Bank  Act  of  1844, 
and  many  scholastic  Economists,  hold,  that  all  Bank  Notes,  Bills 
of  Exchange,  Cheques,  &c.,  are  always  actually  paid  in  money, 
because  they  are  expressed  to  be  payable  in  money.  "We  have 
shown  that  there  are  three  other  methods  by  which  obligations 
are  extinguished,  besides  payment  in  money.1  And  at  the  present 
day  it  is  probable  that,  in  this  country,  not  one  Bill  of  Exchange 
in  500,000  is  ever  paid  in  money,  but  by  the  other  methods  we 
have  described 

Another  delusion  which  obscures  the  comprehension  of  this 
question  is  the  exploded  fallacy,  propagated  by  such  obsolete  books 
as  Gilbart  on  Banking,  that  the  function  of  a  bank  is  to  "  borrow 
money  from  one  set  of  persons  and  to  lend  it  to  other  persons." 
Banks  never  "  lend  "  out  money.  They  buy  Money  and  Debts 
payable  at  a  future  time,  by  creating  in  exchange  for  them  Debts 
of  their  own  payable  on  demand,  which  in  the  technical  language 
of  modern  banking  are  termed  Deposits.  As  Mr.  Cazenove 
rightly  said — "  It  is  these  Banking  Credits  that  are  the  loanable 
capital " 

And  these  Deposits,  or  Banking  Credits,  exceed  several  times 
the  quantity  of  specie  the  banks  find  necessary  to  hold  in  reserve. 
The  sole  and  express  purpose  of  banks  is  to  issue  Rights  of 
action,  Credits,  or  Debts,  which  preserve  their  value  with  specie 
by  the  banks  always  taking  care  to  hold  such  a  quantity  of  specie, 

1  See  cliap.  III.,  sect.  IV.,  supra    and  cliap.  XII.,  infra 
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that  their  creditors  may  feel  assured  that  they  can  get  money  for 
them  on  demand.  The  express  function  of  a  Bank  is  to  augment 
or  increase  the  Currency,  or  Circulating  Medium,  of  the  country  : 
and  so,  as  every  writer  who  understands  the  subject  has  said,  to 
increase  the  Circulating  Capital  of  the  country.  As  Bishop 
Berkeley  said  150  years  ago,  a  Bank  is  a  Gold  Mine 

Bills  of  Exchange  are  paid  in  this  country,  not  by  Gold,  as  is 
so  often  supposed,  but  by  the  constant  creation  of  new  Banking 
Credits,  as  we  have  fully  explained  further  on1 

The  amount  of  these  Deposits,  or  Banking  Credits,  created 
by  all  the  Banks  in  the  United  Kingdom,  approaches  to  about 
£1,000,000,000.  And  they  have  exactly  the  same  effects  on 
production,  prices,  and  the  rate  of  interest,  as  an  equal  quantity 
of  Gold  and  Silver.  They  are  for  all  practical  purposes  now  the 
Current  Coin  of  the  realm 

It  is  the  immense  power  which  our  leading  Banks  have  of 
creating  these  Deposits,  which  has  reduced  the  rate  of  interest  to 
1  per  cent. 

To  use  a  homely  illustration,  the  vast  amount  of  Credit,  by 
means  of  which  all  commerce  and  trade  is  now  carried  on,  may 
be  compared  to  a  schoolboy's  humming  top,  which,  however  large 
it  is,  revolves  on  a  very  minute  axis.  At  the  present  day  Gold  is 
nothing  but  the  minute  axis  upon  which  the  whole  of  the  colossal 
system  of  Credit  revolves 

However,  as  the  purpose  of  this  work  is  to  give  an  exposition 
of  the  principles  and  mechanism  of  the  organisation  of  our  system 
of  Credit,  we  cannot  say  any  more  about  it  here,  but  must  refer 
any  of  our  readers,  who  care  to  inquire  into  it,  to  the  preceding 
and  subsequent  chapters 

All  this  shows  how  utterly  futile  is  the  cry  raised  by  the 
Birnetalists  of  the  Scarcity  and  Appreciation  of  Gold 

On   the   Effects    of  establishing   a   Fixed   Ratio    between   Gold 
and  Silver  ly  International  Agreement 

14.  Let  us  however  exert  a  strong  effort  of  imagination, 
and  suppose  that  all  the  wide  yawning  crevasses  and  Himalayan 

1  See  infra,  chap.  XII. 
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mountains  of  obstacles  were  surmounted,  and  a  meeting  of  all  the 
wise  men  of  the  earth,  gathered  together  from  the  East  and  the 
West,  from  the  North  and  the  South,  were  to  meet  in  solemn 
conclave  to  establish  a  fixed  ratio  between  Gold  and  Silver  by 
International  Agreement — What  is  the  ratio  to  be  ? 

Bimetalists  tell  us  with  the  lightest  of  light  hearts  that  the 
Ratio  to  be  fixed  upon  is  of  no  consequence — the  merest  matter 
of  detail.  The  thing  to  be  done  is  to  fix  upon  some  or  any  Eatio. 

But  is  the  Ratio  to  be  fixed  upon  such  a  mere  bagatelle,  such 
a  matter  of  mere  detail  ?  If,  by  the  wildest  effort  of  imagination, 
and  the  strangest  freak  of  fortune,  such  a  meeting  were  ever  to 
take  place,  the  Bimetalists  would  find  in  it  their  Sedan 

Now  let  us  examine  the  effects  upon  England  and  France  of 
fixing  on  a  Ratio 

The  fanaticissimi  of  Bimetalists  contend  that  the  old  ratio  of 
1  to  15^  should  be  fixed  upon 

Now  what  would  be  the  effect  on  England  of  establishing 
such  a  Ratio  ? 

The  simple  effect  would  be  that  all  debtors — the  Government, 
all  Banks,  all  merchants  and  traders,  all  Corporations  and  Insti- 
tutions which  have  contracted  to  pay  20s.  in  gold,  would  be 
allowed  to  discharge  their  obligations  with  10s.  in  silver — which 
simply  spells  Universal  Bankruptcy.  Would  England  ever 
agree  to  establish  such  a  Ratio  ? 

The  less  fanatici  of  Bimetalists  contend  that  the  Ratio  should 
be  fixed  at  some  point  more  in  accordance  with  the  present 
relative  market  value  of  gold  and  silver 

The  present  Ratio  of  gold  to  silver  is  about  1  to  35 

The  Bank  of  France  has  at  present  in  reserve  an  enormous 
mass  of  silver  which  is  valued  at  £50,000,000 

But  how  is  this  mass  of  silver  valued  at  that  sum  ?  Simply 
by  retaining  the  obsolete  and  imaginary  ratio  of  1  to  15^,  and 
rigorously  closing  its  Mints  to  the  free  coinage  of  silver 

French  five-franc  pieces,  which  are  now  legal  tender  to  an 
unlimited  amount,  are  in  reality  as  much  token  money  as  our 
shillings  are,  whose  present  market  value  is  somewhat  less  than 
5d.  The  market  value  of  the  silver  in  the  French  five-franc 
pieces  is  somewhat  less  than  2J  francs 
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If  the  French  mints  were  opened  to  the  free  coinage  of  silver 
at  the  present  ratio  of  1  to  35,  the  Bank  of  France  would 
instantly  lose  about  £28,000,000  in  value  of  its  assets.  Every 
debtor  in  France  would  be  allowed  to  pay  off  his  debts  in  five- 
franc  pieces  worth  about  2J-  francs — which  simply  spells  Universal 
Bankruptcy  for  France.  Does  any  human  being  suppose  that 
France  would  ever  consent  to  establish  such  a  Ratio  ? 

But  the  fact  is  that  France  cannot  stir  a  step  from  her  present 
position  in  the  direction  of  Bimetalism  without  bringing  on  a 
National  Bankruptcy.  Even  supposing  that  all  the  world  should 
agree  to  adopt  Bimetalism  at  the  ratio  insisted  upon  by  the 
keenest  French  Bimetalists,  i.e.,  15^  to  1,  it  would  not  have  the 
slightest  effect  on  the  Laws  of  Nature.  The  value  of  the  five- 
franc  pieces  would  at  once  descend  to  the  market  value  of  silver, 
notwithstanding  all  the  cobwebs  of  International  Agreements. 
And  that  spells  National  Bankruptcy.  France  is  therefore  firmly 
and  immovably  fixed  in  her  present  position 

Thus,  supposing  this  conclave  of  wise  men  to  meet  to  estab- 
lish a  fixed  ratio  between  gold  and  silver  by  International 
Agreement,  the  very  first  proposal  to  take  a  definite  ratio  would 
shatter  it  to  atoms  like  a  bombshell  of  dynamite,  amid  universal 
laughter — never  to  meet  again  to  embark  on  such  a  wild  goose 
chase 

So  much  for  the  contention  of  the  Bimetalists  that  the  fixing 
of  a  ratio  by  International  Agreement  is  a  mere  insignificant 
matter  of  detail 

The  fact  is  that  the  great  fundamental  Law  of  the  Coinage, 
first  demonstrated  by  Oresme,  Copernicus  and  Gresham,  that 
Inferior  Coins  and  Superior  Coins  cannot,  in  the  nature  of  things, 
circulate  together  in  unlimited  quantities,  which  has  been  found 
to  be  true  in  all  ages  and  countries,  and  which  has  been  accepted 
as  true  by  all  sound  Economists,  is  not  confined  to  single  and 
separate  countries,  any  more  than  the  Law  of  Gravitation,  or  the 
Laws  of  Optics  are.  These,  when  once  demonstrated  in  any  one 
country,  are  found  to  be  true  throughout  the  whole  world 

So  the  Law  of  the  Coinage  in  question  was  demonstrated  in 
France  by  Oresme,  in  Poland  by  Copernicus,  and  in  England  by 
Gresham,  quite  independently  of  each  other 
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Its  terms  are  perfectly  general  and  universal ;  they  are  not 
limited  to  single  States,  nor  by  Time  nor  Space  :  they  are 
absolutely  true,  through  however  large  an  area  they  operate — 
throughout  the  whole  world  as  well  as  in  each  separate  State.  If 
the  whole  world  were  to  agree  to  fix  a  legal  ratio  between  Gold 
and  Silver,  which  differed  from  the  general  market  rate,  the  same 
consequences  would  follow  throughout  the  whole  world,  as  have 
been  invariably  found  to  follow  in  every  separate  state — The 
Superior  Coin  tvould  infallibly  be  driven  out  of  circulation,  and 
the  Inferior  Coin  only  tvould  remain 

Bimetalists  sometimes  allege  that  the  Law  of  Oresme, 
Copernicus  and  Gresham  only  operates  to  cause  the  exportation 
of  the  Superior  Coin  to  foreign  countries,  and  they  ask — If  all 
countries  were  to  agree  to  one  fixed  ratio,  to  what  foreign  coun- 
tries could  the  Coin  be  exported  ? 

But  they  fail  to  observe  that  there  are  two  other  modes  of 
disappearance  besides  being  exported — 

1.  Simply  by  hoarding  away  ;    as  has  happened   in  every 
country  where  Bimetalism  has  been  established 

2.  Melting  down  the  Coin  into  Bullion.     If  the  value  of  the 
metal  in  Coin  falls  below  its  value  in  Bullion,  it  is  at  once  melted 
down  into  Bullion 

These  two  methods  of  disappearance  .do  not  necessitate  any 
exportation  of  the  metal 

The  notion,  then,  that  it  is  possible  to  fix  a  legal  ratio  between 
Gold  and  Silver  by  International  Agreement,  any  more  than 
States  can  do  so  separately  and  singly,  is  a  vain  delusion  and  a 
pure  chimera.  It  is  no  more  possible  to  bind  Gold  and  Silver 
together  by  International  Agreement  than  it  is  to  tie  the  planets 
together  by  packthread 

Or,  by  International  Agreement  to  suppress  volcanos,  earth- 
quakes, tornados  and  typhoons 

Or  by  International  Agreement  to  compel  the  waters  of  the 
Ganges  to  flow  back  from  the  Sonderbuuds  to  the  Himalayas 

Three  Forms  of  Bimetalism 
15.     There  are  three  Forms  of  Bimetalism — 
1.     Where  an  unlimited  number  of  Coins  of  gold  and  silver 
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are  issued  of  a  fixed  weight,  fineness  and  denomination,  but  at 
no  fixed  legal  ratio  attempted  to  be  made  between  them  :  but 
they  are  left  to  find  their  own  level,  or  market  value,  in  public 
use 

This  was  the  state  of  India  in  17G6.  There  were  then  283 
different  kinds  of  gold  coin,  and  711  different  kinds  of  silver 
coin  in  circulation,  of  different  weights  and  fineness  :  they  were 
constantly  fluctuating  in  value.  No  one  knew  the  value  of  the 
coins  in  his  possession,  and  in  the  most  ordinary  transactions,  a 
shroff,  or  professional  money  changer,  was  obliged  to  be  called  in, 
as  he  alone  knew  the  value  of  the  different  coins,  and  he  took 
care  to  profit  thereby.  All  the  moneys  paid  in  to  the  public 
treasuries  had  to  be  valued  by  a  shroff 

Such  a  system  of  coinage  was  tolerable  under  the  absolute 
despotism  of  the  Mogul  dynasty,  where  the  taxes  were  laid  on  the 
ryots,  and  there  was  extremely  little  commerce  and  no  banking 

But  it  was  intolerable  under  a  civilised  Government,  and  the 
extension  of  commerce  and  banking.  It  then  became  indispens- 
able to  have  some  fixed  unit  of  payment 

How  could  Bills  of  Exchange  be  paid  by  bags  of  miscellaneous 
coins,  each  one  of  which  required  a  separate  valuation  ?  How 
could  sums  paid  into  or  out  of  a  bank  in  quantities  of  miscel- 
laneous coins  be  valued  ?  It  would  require  a  shroff  to  intervene 
in  every  single  transaction  between  banker  and  customer.  It 
was  this  very  thing  which  caused  the  Banks  of  Venice,  Amsterdam, 
Nuremberg,  Hamburg,  and  many  others  to  be  founded,  to 
establish  a  fixed  standard  of  payment  in  all  commercial  transac- 
tions. The  East  India  Company  found  this  system  absolutely 
intolerable,  and  endeavored  to  establish  a  system  of  Bimetalism, 
by  fixing  a  ratio  between  Gold  and  Silver  Coins,  to  remedy  it, 
but  it  turned  out  a  complete  failure 

2.  One  Coin  may  be  made  the  sole  legal  standard,  and  coins 
of  other  metals  may  be  allowed  to  pass  current  at  their  market 
value  with  respect  to  the  standard  coin.  This  system  prevailed 
in  India  from  1835  to  1853.  But  it  is  open  to  the  obvious 
objection  that  these  auxiliary  coins  may  fall  greatly  in  value,  and 
so  the  holders  of  them  may  sustain  great  losses 

It  was  the  fear  of  this  that  made  Lord  Dalhousie  demonetise 
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gold  at  a  week's  notice  in  India,  and  order  the  Public  Treasuries 
to  receive  no  gold 

Under  each  of  these  systems  Gold  and  Silver  Coins  may 
circulate  together  in  unlimited  quantities,  but  the  practical  in- 
conveniences are  so  great,  that  they  become  intolerable 

3.  It  may  be  attempted  to  maintain  Gold  and  Silver  Coins 
in  unlimited  quantities  at  a  fixed  legal  ratio.  But  the  experience 
of  centuries  in  every  country  has  shown  that  this  is  absolutely 
impossible.  It  has  been  proved  by  uniform  experience,  that  the 
relative  value  of  the  coins  is  governed  by  the  relative  market 
value  of  the  bullion,  and  that  when  the  market  value  of  the 
metals  in  bullion  differs  from  the  fixed  legal  ratio  of  the  coins, 
the  coins  made  of  the  metal  which  is  overrated  invariably 
drive  the  coins  made  of  the  metal  which  is  underrated  out  of 
circulation,  and  alone  remain  in  possession  of  the  field 

The  East  India  Company  had  full  experience  of  each  of  these 
three  forms,  and  found  them  each  and  all  impracticable  and 
impossible,  and  then,  taught  by  the  hard  logic  of  facts,  finally 
denounced  and  renounced  Bimetalism  and  all  its  woes,  and 
adopted  Monometalism — Experts  erode.  Most  unfortunately 
she  adopted  Silver  instead  of  Gold,  which  she  might  have  done 
with  the  greatest  ease,  and  thus  has  brought  on  our  present 
troubles 

The  True  Principles  of  a  Coinage 

16.  The  Circulating  Medium  or  Currency  of  the  world  con- 
sists of  Specie,  Gold,  Silver  and  Copper,  and  Credit  in  all  its 
forms,  both  written  and  unwritten 

The  facts  detailed  in  the  preceding  sections  and  the  arguments 
of  the  illustrious  writers  we  have  cited,  demonstrate  beyond  the 
power  of  contradiction  that  the  following  are  the  true  principles 
of  a  Coinage — 

1.  That  the  Coin  which  is  to  be  the  standard  unit  of  Money, 
the  measure  of  the  value  of  all  property,  and  the  instrument  of 
Commerce,  should  be  made  of  One  metal  only — that  it  should  be 
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coined  in  unlimited  quantities — and  absolutely  free  from  all 
charge,  so  as  to  preserve  exactly  the  same  value  as  uncoined 
Bullion — and  that  it  should  be  Legal  Tender  to  any  amount 

2.  That  Coins  of  any  other  metals  which  are  issued  should  be 
purely  subsidiary,  and   kept  strictly  under  the   control   of  the 
Government.     That  a  certain  seignorage  should  be  taken  out  of 
them  partly  to  defray  the  expense  of  the  coinage,  and  partly  to 
maintain  their  value  above  that  of  uncoined  Bullion.     That  they 
should  only  be  issued  in  limited  amounts  to  meet  the  wants  of 
the  people   for   small   change — and  that  they  should  be  Legal 
Tender  only  for  very  small  amounts 

If  these  conditions  be  observed,  the  market  value  of  the 
metals  of  which  the  Coins  are  made  may  fall  very  considerably 
below  the  rated  value  of  the  Coins  without  producing  any  ill  effects. 

Thus  in  1817,  when  our  present  system  of  Coinage  was 
established,  the  seignorage  taken  out  of  the  Silver  Coinage  was 
estimated  to  raise  their  value  about  6  per  cent,  above  that  of 
Silver  Bullion,  but,  according  to  the  present  market  ratio  between 
Gold  and  Silver,  the  value  of  the  Shilling  is  more  than  50  per 
cent,  above  its  value  as  bullion.  And  there  have  been  no  dis- 
turbances, because  their  amount  is  strictly  limited,  and  they  are 
only  legal  tender  to  the  amount  of  40s. 

The  same  arguments  apply  to  our  Copper  Coinage 

So  also  the  current  five-franc  pieces  in  France  are  in  reality 
only  worth  about  2  J  francs,  according  to  the  relative  market  value 
of  Gold  and  Silver.  But  the  mints  are  closed  to  the  free  coinage 
of  silver,  and  so  their  quantity  is  strictly  limited 

Thus  the  value  of  the  subsidiary  Coins  is  maintained  at  the 
level  of  the  value  of  the  standard  unit 

3.  Banks  should  have  no  legal  limit  on  their  creation  of 
Banking  Credits — as  they  have  not  at  present — nor  upon  the 
methods  by  which  they  find  it  most  convenient  to  circulate  them, 
either  Bank  Notes  or  Cheques.     At  the  present  time  the  amount 
of  Banking  Credits  allowed  to  be  circulated  by  Notes  is  strictly 
limited  by  law  ;  but  the  amount  of  Banking  Credits  allowed  to  be 
circulated  by  Cheques  is  absolutely  unlimited.     This  distinction 
between  Cheques  and  Notes  is  mischievous  and  absurd  :  because 
Cheques  and  Notes  are  identical  instruments.  Their  sole  use  is  to 
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circulate  Banking  Credits  which  have  been  previously  created : 
and  the  real  danger  lies  in  the  excessive  creation  of  Banking 
Credits,  upon  which  the  Law  places  no  limits — and  not  in  the 
instruments  by  which  they  are  circulated 

In  order  to  preserve  Banking  Credits  at  their  par  value  with 
the  standard  Coin,  they  should  be  convertible  into  that  coin  on 
demand  ;  and  to  prevent  an  excessive  quantity  of  them  being 
created,  and  so  driving  specie  out  of  the  country,  the  Rate  of 
Discount  should  be  strictly  adjusted  by  the  state  of  the  Foreign 
Exchanges  and  the  amount  of  Bullion  in  the  Bank 

If  these  rules  be  strictly  observed,  the  whole  Circulating 
Medium,  or  Currency,  of  subsidiary  specie,  and  the  supplementary 
currency  of  paper,  may  be  kept  at  par  with  the  Standard  Unit 

If  the  Standard  Unit  be  kept  its  full  legal  weight  and  fine- 
ness, the  state  of  the  subsidiary  and  supplementary  Currency  has 
no  effect  on  the  Foreign  Exchanges 

In  1697,  owing  to  the  debased  state  of  the  Silver  Coinage, 
which  was  then  the  Standard  Unit,  the  Foreign  Exchanges  fell  25 
per  cent.,  and  owing  to  the  suspension  of  cash  payments  by  the 
Bank,  its  notes  fell  to  a  discount  of  20  per  cent.  But  as  soon  as 
the  new  Silver  Coinage  was  issued,  the  Exchanges  were  im- 
mediately rectified,  although  Bank  Notes  continued  at  a  discount 
of  20  per  cent. 

So  at  the  present  time,  the  fact  that  the  Silver  Coins  are  50 
per  cent,  below  their  rated  value  has  no  effect  on  the  Exchanges 

Conclusion 

17.  We  have  now  laid  before  our  readers  a  succinct,  but 
sufficiently  full,  account  of  the  historical  facts,  and  the  argu- 
ments of  a  series  of  illustrious  men  for  five  centuries,  upon  which 
the  modern  system  of  Monometalism  is  founded,  so  that  Mono- 
metalists  may  know  how  it  is  to  be  defended,  and  Bimetalists 
may  know  the  facts  and  arguments  which  they  have  got  to  meet 
and  confute,  before  they  can  hope  to  overthrow  it 

That  there  is  at  the  present  time  a  very  severe  commercial 
depression  throughout  the  world  is  indisputable.  But  when  we 
think  of  the  millions  of  armed  men  in  Europe  at  the  present  day 
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withdrawn  from  productive  employment,  and  eating  their  heads 
off — when  we  think  of  the  rigorous  system  of  Protection,  which 
seems  to  be  getting  more  severe  every  day,  by  which  most  nations 
are  walling  themselves  in,  impeding  the  free  course  of  inter- 
national exchanges  which  conduce  to  their  wealth  and  prosperity 
— when  we  think  of  the  Currency  and  Tariff  vagaries  of  the 
United  States,  which  have  produced  in  that  country  a  crisis  more 
severe  and  prolonged  than  any  since  1837,  and  of  which  we  are 
far  from  seeing  the  end  yet,  while  the  factions  in  Congress  are 
fighting  each  for  its  own  presumed  private  interests,  without  a 
thought  for  the  general  good  of  the  country,  and  while  these 
conflicts  last  paralysing  all  business,  and  while  foreign  capitalists 
are  withdrawing  their  funds  from  a  country  ruled  on  such  anarchic 
Economic  principles — when  we  think  of  the  shameless  traffic  in 
Foreign  Insecurities  promoted  by  firms  which  were  once  the 
Princes  of  British  commerce,  but  which  are  now  righteously 
lying  low  in  the  dust — when  we  think  also  of  the  Liberator  and 
other  similar  scandals,  which  have  brought  misery  and  ruin  into 
countless  numbers  of  private  families,  so  that  they  are  obliged  to 
limit  their  expenditure  to  the  barest  necessaries  of  life — when  we 
think  of  the  number  and  the  magnitude  of  the  strikes  brought 
about  very  much  by  restless  agitators  ignorant  of  the  very  rudi- 
ments of  Economics — and  when  we  have  as  a  counterstroke  what 
has  been  aptly  termed  the  Strike  of  Capital,  namely,  Capitalists, 
harassed  and  terrified  by  these  incessant  strikes,  withdrawing 
their  capital  from  the  productive  employment  of  labor,  and 
investing  it  only  in  first-class  securities  at  the  lowest  rate  of 
interest — when  we  think  of  the  refusal  of  Capitalists  to  invest  in 
reproductive  works  in  India,  while  the  apathetic  Government  has 
seen  the  rupee  continuously  falling  before  its  eyes  without  taking 
the  necessary  steps  to  reform  the  Monetary  system  of  India,  which 
can  alone  bring  back  confidence  to  Capitalists — we  should  have 
thought  that  these  circumstances  were  sufficient  to  account  for 
all  the  present  malaise 

But  to  the  Bimetalists  all  these  things  are  as  nought — mere 
trifles,  light  as  air.  They  are  all  due  to  the  want  of  Bimetalism, 
and  if  only  Bimetalism  could  be  restored  it  would  act  like 
Aladdin's  lamp,  and  bring  boundless  prosperity  to  the  world 
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Nevertheless,  just  as  we  were  induced  to  believe  that  the  Sun 
of  wealth  and  prosperity,  bringing  healing  on  its  wings,  was  about 
to  rise  on  a  suffering  world,  it  suffers,  alas  !  a  disastrous  eclipse 

Tor  all  these  bright  visions  are  based  upon  the  pertinacious 
assertions  of  the  Bimetalists, — "  that  it  is  possible  by  International 
Agreement  to  regulate  the  Value  of  Gold  and  Silver."  But  the 
uniform  facts  of  Monetary  history,  and  the  unanimous  arguments 
of  all  competent  authorities  for  five  centuries,  give  the  most 
positive  and  conclusive  dementi  to  this  assertion.  It  is  a  pure 
fiction  of  the  brains  of  the  Bimetalists,  who  have  yet  to  learn 
the  very  first  principle  of  Inductive  Philosophy,  that  in  order  to 
conquer  nature,  we  must  begin  by  obeying  her.  The  Bimetalists 
have  plunged  themselves,  and  all  who  believe  in  them,  into  a 
fathomless  quicksand.  "  There  let  them  lay,"  as  Byron  would  say. 

The  Bimetalists  assert  that  by  establishing  a  Fixed  Ratio  by 
International  Agreement  between  Gold  and  Silver,  both  metals 
may  be  kept  in  circulation  in  unlimited  quantities,  and  so  may 
increase  the  Circulating  Medium  of  the  World.  But  all 
experience  proves  that  this  is  a  hopeless  delusion.  The  uniform 
result  of  attempting  to  make  Gold  and  Silver  circulate  together 
in  unlimited  quantities  at  a  Fixed  Ratio  has  been  that  the  one 
metal  drives  out  the  other  according  as  it  was  overrated  or  under- 
rated. The  two  metals  simply  displaced  each  other  alternately: 
and  there  was  no  increase  of  the  Currency 

Now  what  would  be  the  infallible  result  if  the  Bimetalists  had 
their  way,  and  Gold  and  Silver  were  coined  in  unlimited 
quantities  at  the  ratio  of  15 J  to  1  ?  The  first  result  would  be 
Universal  Bankruptcy  ;  then  Gold  would  entirely  disappear  from 
circulation  throughout  the  world,  and  Silver  would  be  the  only 
Metallic  Currency 

The  Bimetallic  heresy  was,  we  believe,  hatched  in  the  brains 
of  some  French  Economists,  and  if  it  were  carried  out,  what 
would  be  the  inevitable  consequence  to  France  ?  If  we  are  rightly 
informed,  there  is  no  Gold  in  general  circulation  in  France. 
The  sole  metallic  Currency  consists,  as  it  used  to  do,  of  those 
dreadful  five-franc  pieces,  or  cart-wheels,  as  the  Americans  call 
them.  The  Bank  of  France  holds  more  than  50  millions  worth 
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of  Silver.  The  general  Silver  currency  of  France  in  five-franc 
pieces  cannot  be  estimated  at  much  less  than  200  millions.  Now 
suppose  that  the  French  mints  were  opened  to  the  free  coinage  of 
silver  at  15^.  All  this  mass  of  Silver  currency  would  instantly 
fall  to  its  market  value,  it  would  lose  more  than  half  of  its  rated 
value.  The  Bank  of  France  would  lose  more  than  28  millions, 
the  public  holding  the  five-franc  pieces  would  lose  little  less  than 
100  millions.  If,  as  we  believe,  the  French  Rentes  are  paid  in 
silver,  the  Rentiers  would  lose  more  than  half  their  income. 
That  means  instant  Bankruptcy  and  Ruin  to  France.  She 
would  lose  more  than  half  the  penalty  she  had  to  pay  for  the 
Franco-German  war 

It  would  mean  exactly  the  same  to  England  and  every  other 
European  State,  and  the  United  States 

Now  as  the  internal  Currency  of  France  is  entirely  silver,  it 
follows  that  opening  her  mints  to  the  free  coinage  of  silver  at 
any  ratio  whatever  means  instant  Bankruptcy  and  Ruin.  France 
is  therefore  bound  by  the  heaviest  bail  of  solvency  to  abstain 
from  all  contact  with  the  unclean  thing.  And  this  fact  alone 
will  scatter  all  the  hopes  of  the  Bimetalists  to  the  winds 

Hence  Binietalism  at  the  ratio  of  15 \  to  1  means  instant 
Bankruptcy  and  Ruin  to  every  great  Commercial  State 

Surely  the  net  is  spread  in  vain  in  the  sight  of  any  bird 

But  supposing  even  that  the  market  ratio  of  Gold  to  Silver 
of  35  to  1  were  adopted.  What  amount  of  Silver  would  be 
required  to  replace  the  Gold  Coinage  of  England  ?  The  most 
authentic  estimate  places  our  Gold  Coinage  at  about  90  millions. 
A  high  authority  has  stated  that  a  million  in  gold  weighs  about 
10  tons.  Therefore  our  present  Gold  Coinage  weighs  about  900 
tons.  At  the  ratio  of  35  to  1  it  would  require  31,500  tons  of 
silver  to  replace  our  Gold  Coinage  !  Assuming  that  the  Bank  of 
England  keeps  a  low  average  of  20  millions  in  gold,  that  weighs 
200  tons.  To  replace  this  in  silver  would  require  6,000  tons  ! 
Other  Banks  would  require  a  proportionate  amount.  Every 
person  who  carries  a  bright  little  sovereign  in  his  pocket  would 
have  to  carry  four  huge  cartwheels.  And  how  long  would  it  take 
to  coin  31,500  tons  of  silver  ?  The  whole  thing  is  so  monstrous, 
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that  it  only  requires  to  be  stated  to  be  at  once  dismissed  as  a  vain 
chimera 

Governments  have  no  business  to  concern  themselves  with 
keeping  up  the  price  of  silver  rather  than  that  of  wheat  or  any 
other  commodity,  making  themselves  the  tools  of  private  persons. 
Their  sole  business  is  to  provide  the  best  Monetary  system  possible 
for  the  general  good  of  the  country.  And  that  is  by  having  Gold 
as  the  standard  unit,  and  issuing  silver  as  a  subsidiary  currency, 
in  such  limited  quantities  as  the  wants  of  the  people  may  require, 
on  such  principles  as  may  maintain  its  value  at  par  with  gold 

The  fact  is  that  all  attempts  by  Governments  to  bolster  up 
the  price  of  Silver  have  proved  dismal  failures.  The  United 
States,  France,  Germany,  Italy,  all  tried  to  issue  trade  dollars  for 
circulation  in  Asia  and  Africa,  but  they  were  universally 
rejected,  and  have  ceased  to  be  issued.1  The  notorious  failure  of 
the  Bland  and  Sherman  Acts  in  the  United  States  need  not  be 
further  noticed 

There  is  no  method  so  sure  and  powerful  of  augmenting  the 
elastic  Currency  of  a  country,  expanding  and  contracting  exactly 
so  as  to  meet  the  wants  of  the  people,  and  at  all  times  maintaining 
it  at  par  value  with  the  Standard  Unit,  as  the  institution  of  a 
solid  system  of  Banking,  of  which  we  have  set  forth  the  complete 
mechanism  further  on.  It  will  be  seen  that  the  express  function 
of  a  Bank  is  to  create  and  issue  Rights  of  action,  Credits,  or 
Debts,  which  circulate  as  money,  and  produce  all  the  effects  of  an 
equal  quantity  of  gold.  It  is  these  Banking  Credits  which  do 
the  real  work  of  the  country.  The  Banks  have  only  to  maintain 
such  reserves  of  gold  as  may  assure  the  public  of  their  being  able 
to  redeem  their  Credits  on  demand.  What  India  wants  above 
everything  is  the  extension  of  a  solid  system  of  Banking.  Of 
course  this  must  only  be  gradual,  and  it  is  most  dangerous  to 
hurry  it  on  too  rapidly.  But  what  is  wanted  is  to  diffuse  a  know- 
ledge of  the  real  mechanism  of  Banking  and  of  its  powers,  and  to 
promote  banking  habits  among  the  people  as  far  as  possible.  It 
is  the  extension  of  a  solid  system  of  Banking  that  India  wants, 
and  not  the  fantastic  fooleries  of  Bimetalism.  It  may  not  be 

i  The  Monetary  Question  in  1892.     O.  Haupt,  London,  1892 
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possible  to  arrive  at  such  a  development  of  banking  in  India  as 
exists  in  Scotland  for  ages  to  come  ;  still,  it  is  the  end  to  be  kept 
in  view.  Two  hundred  years  ago  Scotland  was  the  poorest  of 
poor  countries  :  but  she  devised  the  most  perfect  system  of  bank- 
ing in  the  world.  She  has  executed  a  series  of  magnificent  public 
works  of  all  kinds,  and  never  had  to  cross  the  border  for  a  penny. 
She  has  done  it  all  by  her  Banking  System.  If  India  had  such 
a  banking  system  as  Scotland  she  would  never  require  an  ounce  of 
foreign  capital.  If  she  had  such  a  system  she  might  multiply 
her  canals  and  railroads,  and  develope  her  agriculture,  her  manu- 
factures, and  her  other  resources  of  every  kind,  and  multiply  her 
wealth  many  times :  and  also  reduce  the  exorbitant  interest 
charged  by  the  native  money  lenders  to  the  unfortunate  cultivators 
of  the  soil 

The  Bimetalists  probably  build  their  hopes  of  success  on  the 
precedent  of  the  Anti-Corn-Law  League.  But  the  two  cases  are 
wholly  different.  After  an  immense  agitation,  the  Anti-Corn-Law 
League  succeeded  in  crowning  the  progress  of  Free  Trade  by 
storming  the  Malakoff  of  Protection.  But  for  the  20  years  pre- 
ceding, all  enlightened  persons  had  adopted  the  doctrines  of  Free 
Trade,  and  legislation  had  constantly  proceeded  in  that  direction. 
The  Anti-Corn-Law  League  excited  the  intensest  popular  interest, 
and  its  doctrines  were  fully  understood.  It  was  merely  to  repeal 
an  obnoxious  statute,  which  all  enlightened  persons  had  become 
convinced  was  inherently  unjust,  and  deeply  injurious  to  the 
national  prosperity.  With  all  that,  there  is  every  probability  that 
it  would  not  have  succeeded  in  overcoming  the  powerful  interests 
arrayed  against  it  for  several  years,  if  it  had  not  been  for  the 
fortuitous  occurrence  of  the  potato  failure  in  Ireland.  But 
the  Bimetallic  League  are  advocating  a  scheme  which  very 
few  people  care  about,  and  still  fewer  understand,  but  which  the 
more  it  is  examined  by  the  light  of  historical  facts  and  solid 
reasoning,  the  more  visionary  and  impracticable  it  is  seen  to  be. 
It  has  just  received  a  crowning  blow.  The  German  agriculturists, 
deluded  into  the  belief  that  Bimetalism  would  raise  the  price  of 
corn,  worried  the  Government  into  appointing  a  Commission  on 
the  subject,  and  the  Commission  has  agreed  that  it  is  not  possible 

VOL.  II.,  PART  1  N 
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to  raise  the  price  of  silver  by  International  Agreement.  So  vanish 
the  last  flickering  hopes  of  the  Bimetalists.  The  Bimetallic 
League  is  foredoomed  to  failure,  because  it  is  in  rebellion  against 
the  demonstrated  Laws  of  Nature 

The  Anglo- Indian  Government,  as  Governments  usually  do, 
have  committed  every  species  of  error.  By  the  process  of 
exhaustion  there  is  only  one  remaining  course  for  them  to  adopt, 
and  that  is  the  right  one.  The  blethering  clishmaclavers  of 
the  Bimetalists  have  vanished  into  the  absolute  Nothing.  To 
exclude  Gold,  which  circulated  in  India  by  scores  and  scores  of 
millions,  altogether  from  the  Monetary  System  was  the  most  ex- 
traordinary act  of  barbarism  and  retrogression  ever  committed  by 
any  Government.  They  followed,  it  appears,  the  example  of  the 
commercial  Dutch,  but  the  Dutch  repented  of  their  error,  and 
retraced  their  steps.  The  Indian  Government  must  do  the  same. 
For  30  years  the  Indian  Government  has  seen  the  necessity  of 
restoring  the  Gold  Standard,  and  made  some  abortive  efforts  to 
do  so.  If  the  right  course  had  been  adopted  30  years  ago,  the 
sovereign  might  have  been  made  the  Standard  Unit  at  the  rate  of 
10  rupees,  as  was  universally  demanded.  But  the  Government 
coquetted  with  Bimetalism.  If  they  had  then  closed  the  mints 
to  the  free  coinage  of  silver,  they  might  easily  have  established 
the  sovereign  at  the  rate  of  10  rupees,  and  then  India  would  have 
had  a  Currency  on  the  model  of  that  of  Great  Britain,  which  has 
since  been  followed  by  every  European  Government.  But  they 
sought  to  fix  the  sovereign  at  10  rupees,  tvithout  closing  the 
mints,  which  their  own  experience  for  100  years  might  have 
warned  them  was  utterly  impracticable.  They  still  have  adhered 
to  their  resolution  to  restore  the  Gold  Standard  :  and  they  took 
the  indispensable  preliminary  step  of  closing  the  mints  in  June, 
1893.  But  we  are  now  in  June,  1894,  and  they  have  not  given 
the  faintest  sign  of  completing  their  work.  Why  is  this  unac- 
countable delay  ?  Is  the  Government  asleep  ?  Nero  (the 
Government)  is  fiddling  while  Rome  (India)  is  burning.  Closing 
the  mints  would  prevent  a  fall  in  the  internal  value  of  the  rupee 
in  India,  but  it  could  not  possibly  produce  stability  in  the 
Exchanges,  nor  affect  the  price  of  the  Council  Bills,  because  they 


§17]  CONCLUSION  557 

must  be  purchased  at  the  market  price  of  silver.  Accordingly, 
they  have  continued  to  fall  since  the  closing  of  the  mints.  There 
can  be  no  possible  stability  in  the  Exchanges,  nor  in  the  price  of 
the  Council  Bills,  until  the  Gold  Standard  is  restored 

Having  taken  the  indispensable  step  of  closing  the  mints,  the 
Government  may  fix  the  ratio  of  the  sovereign  and  the  rupee  at 
whatever  figure  they  please.  With  the  examples  of  the  English 
and  French  subsidiary  Silver  Coinages  before  us,  it  would  seem 
that  they  might  even  fix  it  at  10  rupees.  But  it  certainly  would 
not  be  expedient  to  do  so.  The  ratio  between  Gold  and  Silver  in 
England  and  France  was  fixed  as  near  as  possible  at  their  market 
value  at  the  time,  and  people  got  accustomed  to  it :  and  this  ratio 
has  been  preserved  by  strictly  limiting  the  issue  of  silver.  But  to 
go  back  to  the  old  ratio  for  India  would  be  much  too  violent  a 
proceeding.  The  best  course  would  seem  to  be  to  follow  the 
British  precedent  as  nearly  as  possible,  and  to  fix  the  ratio  just 
sufficiently  above  the  current  market  price  of  silver  to  induce  the 
people  to  bring  out  their  hoards  of  gold  to  be  coined,  and  to 
induce  merchants  to  import  Gold  rather  than  Silver.  Perhaps 
Customs  duties  might  be  made  payable  in  Gold.  At  all  events^ 
the  Government  has  it  in  its  power  to  have  its  Treasuries 
bursting  with  Gold  within  a  definite  time.  To  prepare  the 
necessary  quantity  of  Gold  Coin  will  necessarily  be  a  work  of 
some  time,  and  already  a  whole  year  has  been  wasted  in  which 
so  much  might  have  been  done.  A  year  which  has  already 
added  so  much  to  the  calamities  of  unhappy  India.  This  extra- 
ordinary delay  is  nothing  less  than  culpable.  By  these  means 
only  can  a  stable  Monetary  System  be  restored  to  India,  in  which 
people  will  feel  confidence,  and  Capital  will  once  more  flow  freely 
into  the  country  to  develope  its  resources 

The  unfortunate  blunder  made  by  the  Anglo-Indian  Govern- 
ment in  their  attempt  to  restore  the  Gold  Standard  and  Currency 
in  1864,  has  fixed  for  ever  upon  unhappy  India  a  burden  of  more 
than  £8,000,000  a  year,  in  the  extra  taxation  necessary  to  meet 
her  payments  in  London,  besides  the  countless  losses  from  the 
retardation  of  the  development  of  her  resources,  from  the  dis- 
turbance of  commerce,  and  the  losses  of  private  persons.  Such 
have  been  the  consequences  to  unhappy  India  of  the  ignorance  of 
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the  Laws  of  Economics  in  high  places.     She  will  for  ever  feel 
bitterly  the  truth  of  Horace's  line — 

"  Quicquid  delirant  Eeges,  plectuntur  Achivi" 
The  past  is  of  course  irretrievable  :  but  the  Government  has 
now  the  opportunity  of  fixing  things  in  their  present  position, 
and  so  preventing  matters  getting  worse,  and  henceforth  letting 
her  commence  a  course  of  renascent  prosperity 

Let  the  Bimetalists  cease  from  their  vain  endeavours  to  upset 
our  present  system  of  Coinage,  in  which  they  can  no  more  succeed 
than  the  ripple  of  the  summer  sea  can  wash  away  Ailsa  Craig. 
Let  them  join  heart  and  soul  with  those  who  are  now  urging  the 
Government  to  restore  the  Gold  Standard  and  Currency  to  India, 
modelled  on  such  of  the  European  systems  as  the  wisest  and 
most  experienced  expert  may  deem  most  suitable  for  the  circum- 
stances of  India.  For  let  them  be  assured  that  there  is  no 
possibility  of  bringing  about  a  stability  of  Exchange  between 
England  and  India  until  the  two  countries  have  a  common 
standard  Unit :  and  there  will  never  be  Monetary  Peace  for  India 
until  the  Gold  Sovereign  is  made  the  Standard  Unit  throughout 
the  whole  British  Empire 
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CHAPTER  VIII 

On  Commercial  Credit 

1.  Having  investigated  the  complete  Juridical  and  Mathe- 
matical Theory  of   Credit :    or  the   Creation :    the  Transfer  or 
Circulation  :  and  the  Extinction  :  of  the  Goods,  Chattels,  Com- 
modities or  Merchandise,  or  Economic  Quantities,  termed  Credits 
or  Debts,  we  have  now  to  exhibit  its  practical  application  in 
Commerce  in  Mercantile  Credit :  in  Banking  :  and  in  the  Foreign 
Exchanges.     In  this  chapter  we  shall  explain  the  mechanism  of 
Commercial   Credit  :    i.e.,  where   Credit   is   created  to  circulate 
existing  commodities  :  or  to  produce  them 

On  Credit  created  to  Transfer  or  Circulate  existing 
Commodities 

2.  Goods  or  commodities  in  the  ordinary  course  of  business 
pass  through  the  following  hands — 

1.  The  grower,  or  foreign  importer  , 

2.  The  manufacturer 

3.  The  wholesale  dealer 

4.  The  retail  dealer 

5.  The  customer  or  consumer 

To  the  first  four  of  these  persons  the  goods  are  Capital: 
because  they  grow  or  import  them  :  manufacture  or  deal  in  them 
for  the  sake  of  profit.  The  fifth  buys  or  consumes  them  for  the 
sake  of  use  and  enjoyment.  The  price  the  consumer  or  ultimate 
purchaser  pays  for  them  must  evidently  be  sufficient  to  reimburse 
the  original  expenses  of  production 

Now,  leaving  out  of  consideration  for  the  present  how  the 
foreign  importer  of  the  goods  obtained  them,  which  concerns  the 
foreign  trade  of  the  country,  which  we  do  not  touch  upon  here — 
if  he  sells  the  goods  for  ready  money  to  the  manufacturer  or  the 
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wholesale  dealer,  he  can,  of  course,  import  or  produce  a  further 
supply  of  goods  in  the  room  of  those  he  has  disposed  of 

In  a  similar  way  the  wholesale  dealer  sells  to  the  retail  dealer : 
and  if  the  retail  dealer  pays  him  ready  money,  he  might  imme- 
diately effect  further  purchases  from  the  merchant  to  supply  the 
place  of  the  goods  he  had  sold 

So  if  the  retail  dealer  were  always  paid  in  ready  money  by  the 
consumer,  he  might  replace  the  part  of  his  stock  that  was  sold 

And  so  if  everybody  had  ready  money  at  command,  the  stream 
of  production,  or  circulation,  might  go  on  uninterruptedly  as  fast 
as  Consumption  or  Demand  might  allow.  Thus  the  Circulation 
or  Production — of  which  we  have  shown  that  Circulation  is  one 
form — would  be  effected  by  money  which  would  in  this  case  be 
the  Circulating  Medium 

But  this  is  very  far  from  being  the  case.  Few  or  no  persons 
have  always  ready  money  at  command  for  all  the  purposes  they 
require.  Yery  few  traders  can  commence  with  enough  ready 
money  to  pay  for  all  their  purchases  :  and  if  the  stream  of  pro- 
duction or  Circulation  were  to  stop  until  the  Consumers  had  paid 
for  the  goods  in  money,  it  would  be  vastly  diminished 

Now,'  if  the  wholesale  dealer  sees  that  there  is  a  certain 
demand  for  goods,  if  he  has  no  money,  and  the  merchant  will  not 
sell  the  goods  to  him  except  for  ready  money — there  will  be  no 
Circulation,  and  no  Profits 

Now  as  Mill  says — "  Wealth  is  anything  which  has  purchas- 
ing power  " 

Suppose  that  the  merchant  has  confidence  in  the  wholesale 
dealer's  character  and  integrity,  he  sells  the  goods  to  the  whole- 
sale dealer  on  Credit  :  that  is,  he  sells  him  the  goods,  and, 
instead  of  the  actual  money,  he  takes  his  promise  to  pay  three 
months  after  date.  That  is,  he  sells  the  goods  for  a  Credit,  or 
Debt,  or  a  Right  of  action,  instead  of  for  Money 

Now  this  case  is  a  Sale  exactly  as  if  the  goods  were  sold  for 
Money.  The  merchant  cedes  the  Property  in  the  goods  to  the 
dealer  exactly  the  same  in  one  case  as  in  the  other 

Hence  we  see  that  Credit  has  caused  exactly  the  same  Circula- 
tion, or  Production,  as  Money  does.  Hence  Credit  is  Circulating 
Medium  exactly  as  Money  is 


§  2]  TRANSFER   OF    GOODS  561 

This  Credit,  Debt,  or  Eight  of  action  so  created  may  be 
recorded  in  two  ways — 

1.  As  a  simple  Debt  in  the  merchant's  books 

2.  As  a  Bill  of  Exchange 

But  it  is  quite  clear  that  the  Property  is  exactly  the  same  in 
whichever  form  it  is  :  it  has  equally  circulated  commodities,  and 
the  claim  as  a  Eight  of  action  is  equally  valid  in  one  form  as  the 
other  :  though  one  form  may  have  more  conveniences  than  the 
other  :  and  the  Book  Debt  can  at  any  time  be  transformed  into  a 
Bill  of  Exchange  at  the  pleasure  of  the  parties 

In  a  similar  manner  the  wholesale  dealer  may  sell  the  goods 
on  Credit  to  the  retail  dealer,  and  the  Credit,  Debt,  or  Eight  of 
action  may  be  recorded  either  as  a  Book  Debt  or  a  Bill  of 
Exchange.  As  in  the  former  case,  the  same  Circulation,  or  Pro- 
duction, has  been  effected  by  Credit  as  by  Money 

Lastly,  the  retail  dealer  may  sell  the  goods  on  Credit  to  the 
Consumer  or  Customer,  and  this  debt  may  also  be  recorded  as  a 
Book  Debt  or  a  Bill  of  Exchange.  In  this  case,  however,  the 
Debt  most  usually  rests  as  a  simple  Book  Debt :  it  is  very  seldom 
in  the  form  of  a  Bill  of  Exchange 

Thus  we  see  that  Credit  has  exactly  the  same  effect  in 
circulating  goods  through  every  stage  as  Money  :  hence  Credit  is 
Circulating  Medium  exactly  as  Money  is  :  and  that  all  the  Debts 
in  the  books  of  traders  are  part  of  the  Circulating  Medium  of  the 
country  just  as  much  as  Bills  of  Exchange  :  which  was  the 
universal  doctrine  of  statesmen  until  Lord  Overstone  perverted 
men's  minds  on  the  subject 

Moreover,  at  each  transfer  it  is  necessary  to  create  a  new 
Credit,  Debt,  or  Eight  of  action :  thereby  exemplifying  the 
distinction  we  have  already  pointed  out  between  Credit  and  Bills 
of  Lading :  because  if  the  goods  had  passed  through  so  many 
transfers  the  same  Bill  of  Lading  would  always  have  accompanied 
them 

Now  the  Credit,  Debt,  or  Eight  of  action,  for  which  the 
merchant  sold  the  goods  to  the  wholesale  dealer  is,  no  doubt, 
valuable  Property  to  him,  because  he  knows  that  it  will  be  paid  in 
due  course.  Similarly  the  Debts  for  which  the  other  parties  sold 
their  goods  are  also  valuable  Property  to  them.  Credit,  even  so 
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far  as  this,  would  greatly  conduce  to  Production,  or  Circulation  : 
and  the  vast  amount  of  it  generated  in  this  way  would  be  valuable 
Property  to  its  owners.  But  in  this  state  it  would  be  of  no 
further  use  to  them.  It  might,  therefore,  be  aptly  compared  to 
so  much  dead  stock  :  the  next  step  is  to  convert  it  into  so  much 
living  stock 

Credits  or  Debts  made  Saleable 

3.  It  appears  from  Sir  Francis  Child,1  that  before  the 
institution  of  Banks  in  this  country  Commercial  Bills  were  not 
transferable  :  it  was  supposed  that  it  was  contrary  to  the  Common 
Law 

He  says  that  it  was  the  custom  in  Holland  that  every  person 
who  bought  goods  on  Credit  should  give  his  Note  for  the  payment, 
which  the  seller  of  the  goods  might  put  into  circulation  like  so 
much  Money :  and  make  use  of  in  further  purchases.  He  was 
very  anxious  that  this  practice  should  be  introduced  into 
England :  but  he  says  that  the  Common  Law  did  not  allow  it :  in 
which  however  he  was  mistaken  both  in  law  and  fact :  as  it  was 
perfectly  legal  :  and  transferable  bills  and  notes  had  been  in 
common  use  centuries  before 

The  next  step  therefore  was  to  make  this  dead  stock  negotiable, 
or  exchangeable  :  i.e.,  to  make  the  Debts  themselves  Saleable 
Commodities :  to  sell  them  in  exchange  for  other  goods  like 
Money  :  or  to  sell  them  for  ready  Money  :  or  for  others  imme- 
diately convertible  into  ready  Money  on  demand  :  and  therefore 
equivalent  to  Money 

The  history  of  Bills  of  Exchange  in  this  country  is  very 
obscure,  and  not  easy  to  be  understood.  It  is  not  easy  to  .under- 
stand how  it  came  to  pass  that  while  bills  and  notes  payable  to 
order  or  to  bearer  were  in  common  use  at  the  time  of  Henry  VII., 
and  had  probably  been  so  for  centuries  before,  it  should  be 
thought  by  so  eminent  an  authority  as  Sir  Francis  Child  that 
they  were  not  transferable  at  law.  Nevertheless,  the  ancient 
custom  came  into  use  again,  and  in  process  of  time  traders  found 
that  they  could  use  the  Bills  they  had  taken  in  exchange  for  their 

1  A  Discourse  on  Trade 
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goods  to  purchase  other  goods  with  :  and  those  persons  who  sold 
their  goods  for  the  Bills  used  them  to  purchase  other  goods  with. 
Thus  it  was  found  that  Bills  of  Exchange  could  circulate  in  com- 
merce, and  effect  exchanges  in  exactly  the  same  way  as  Money, 
until  they  were  paid  off  and  extinguished:  being  indorsed  at 
every  transfer  for  the  sake  of  securing  their  payment.  Thus  Bills 
of  Exchange  became  a  great  Circulating  Power,  or  Medium.  At 
one  time  the  Circulating  Medium  of  Lancashire  consisted  almost 
entirely  of  Bank  of  England  Notes,  and  Bills  of  Exchange  which 
had  sometimes  150  indorsements  on  them  before  they  became  due. 

But  there  are  two  classes  of  traders  whose  especial  business  it 
is  to  buy  these  Commercial  Debts,  either  for  Money  or  for  Credit 
immediately  convertible  into  Money  :  and  therefore  equivalent  to 
Money 

The  first  class  of  these  traders  are  called  Bill  Discounters,  i.e., 
buyers  of  Debts  :  they  buy  these  Debts  with  actual  money 

The  second  class  are  called  Bankers :  they  buy  Commercial 
Debts  by  creating  other  Debts  payable  on  demand 

The  buying  of  Commercial  Debts  seems  to  have  begun  when 
the  Goldsmiths  became  bankers,  as  will  be  described  hereafter. 
Having  large  sums  placed  with  them  for  which  they  agreed  to 
pay  heavy  interest,  and  which  were  repayable  on  demand,  they 
perceived  that  the  most  profitable  way  of  trading  was  to  discount 
Bills  with  their  own  Credit ;  they  did  not  buy  the  Bills  with 
actual  Money  as  Money  lenders  and  Bill  discounters  do  :  when 
they  bought  a  Bill  they  simply  gave  their  customers  a  Credit  for 
it  in  their  books  less  the  discount:  and  the  Bills  maturing  at 
short  intervals  quickly  brought  money  back  to  them  to  enable 
them  to  meet  claims  upon  them 

Thus  all  traders  who  received  Bills  in  exchange  for  goods 
found  a  market  where  they  could  immediately  convert  their  Bills 
payable  at  a  future  time  into  ready  Money 

The  mechanism  of  Banking  will  be  exhibited  in  the  next 
chapter 

Upon  Accommodation  Bills 

4.  The  Bills  we  have  been  considering  arise  oufe  of  past 
transactions.  The  merchant  having  sold  his  goods  to  the  trader 
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for  a  Right  of  action,  he  may  sell  this  Debt  to  his  banker.  If 
the  banker  discounts  the  bill  he  has  two  names  as  securities  :  first 
the  acceptor  of  the  bill,  or  the  buyer  of  the  goods,  who  is  the 
Debtor  primarily  responsible  :  or  the  principal  debtor  as  he  is 
called  ;  and  secondly  his  own  customer,  who  indorses  the  bill  to 
him,  and  so  becomes  security  that  if  the  principal  debtor  does  not 
pay  the  bill,  he  will 

But  banking  Credits  may  be  created  to  effect  future  trans- 
actions, as  well  as  to  buy  debts  created  by  past  transactions 

Suppose  that  a  merchant  wishes  to  effect  a  purchase,  he  may 
request  his  banker  to  discount  his  Promissory  Note  so  as  to  obtain 
a  Credit  to  effect  his  purchase.  But  the  banker  may  say  to  him 
that  it  is  against  his  rules  to  discount  any  instrument  containing 
only  one  name  :  but  that  if  he  can  get  any  responsible  friend  to 
stand  security  for  him  by  indorsing  his  Note,  that  he  will  discount 
it  for  him.  Suppose  then  his  friend  joins  with  him,  without 
having  received  any  consideration,  in  making  the  Note  :  such  an 
instrument  would  be  an  Accommodation  Note 

And  when  any  person  puts  his  name  on  a  bill  to  stand 
security  for  its  payment,  without  having  received  any  considera- 
tion for  so  doing  :  it  is  termed  an  Accommodation  Bill 

The  banker,  now  having  two  names  on  the  instrument, 
discounts  it :  and  the  merchant,  having  now  a  Credit  on  his 
account,  purchases  goods,  the  proceeds  from  the  sale  of  which  are 
intended  to  meet  the  bill  when  it  becomes  due 

Now  it  is  evident  that  the  security  of  this  bill,  which  is  an 
Accommodation  Bill,  is  exactly  the  same  as  if  it  had  been  a 
real  bill 

What  difference  can  it  make  whether  a  bill  which  arose  out  of 
&past  transaction  is  sold  for  a  banking  credit,  and  the  goods  are 
sold  to  meet  the  bill  :  or  a  bill  is  sold  for  a  banking  credit,  and 
goods  are  purchased  with  it  to  meet  the  bill  ?  The  practical 
effect  is  that  B  stands  security  to  the  bank  for  the  advance  made 
to  A  :  and  what  is  there  in  the  nature  of  such  a  transaction 
anything  worse  than  for  one  man  to  stand  security  for  another  in 
any  commercial  transaction  ? 

A  great  deal  has  been  said  and  written  about  the  difference 
between  Real  and  Accommodation  Bills  :  and  while  no  terms  of 
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admiration  are  too  strong  for  the  first :  no  terms  of  vituperation 
are  too  strong  for  the  latter.  Thus  Mr.  Bell  says — "  The  differ- 
ence between  a  genuine  commercial  bill  and  an  accommodation 
bill  is  something  similar  to  the  difference  between  a  genuine  coin 
and  a  counterfeit  one  ":  as  if  the  fact  of  negotiating  an  Accom- 
modation Bill  were  in  itself  one  of  moral  turpitude 

It  is  generally  assumed  that  real  bills  possess  some  sort  of 
security  because  it  is  supposed  that  there  is  Property  to  represent 
them.  We  have  already  pointed  out  the  error  of  this  idea.  Real 
and  Accommodation  Bills  have  exactly  the  same  security — they 
are  simply  claims  against  the  persons  of  the  obligants,  which  they 
are  liable  to  make  good  out  of  their  whole  estates.  The  objection, 
therefore,  to  Accommodation  Bills  on  that  ground  is  futile 

The  essential  distinction  between  Real  and  Accommodation 
Bills  is  that  one  represents  past  transactions  and  the  other  future 
transactions.  In  a  Real  Bill  goods  have  been  purchased  to  meet 
the  Bill :  in  an  Accommodation  Bill  the  goods  are  to  le  purchased 
to  meet  the  Bill.  But  this  is  no  ground  of  preference  of  one  over 
the  other.  A  transaction  which  has  been  done  may  be  just  as 
wild,  foolish,  and  absurd  as  one  which  is  to  be  done.  The 
intention  of  engaging  in  any  mercantile  transaction  is  that  the 
result  should  repay  the  outlay  with  a  profit.  There  is  no  other 
test  but  this  of  its  propriety  in  a  mercantile  sense 

The  common  objections  against  Accommodation  Paper  are, 
therefore,  futile  and  quite  wide  of  the  mark.  And  the  proof  of 
it  is  that  the  largest,  safest,  and  most  profitable  part  of  Scotch 
banking  is  entirely  of  the  nature  of  Accommodation  Paper 

The  system  of  Accommodation  Paper  is  one  of  immense  im- 
portance to  modern  commerce :  and  the  abuses  of  one  kind  of  it 
have  contributed  to  produce  the  greatest  calamities  :  but  as  in 
this  part  of  the  work  we  confine  ourselves  to  exhibit  the  advantages 
and  effects  of  solid  credit,  we  shall  reserve  what  we  have  to  say 
about  the  abuses  of  Accommodation  Paper  till  we  treat  of  the 
abuses  of  Credit 

Exaggerated  Ideas  of  the  Security  of  Real  Bills 

5.  The  above  are  the  fewest  number  of  hands  that  goods 
pass  through  in  the  ordinary  course  of  business  :  and  it  is  clear 
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that  in  their  passage  from  the  importer  or  grower  to  the  consumer 
they  will  give  rise  to  three  bills.  These  are  all  regular  business 
bills  :  they  originate  from  real  transactions :  and  for  that  reason 
they  are  what  are  called  Real  or  Value  Bills.  They  arise  out  of 
the  regular  and  ordinary  course  of  business,  and  they  are  the 
great  staple  of  what  bankers  purchase.  It  is  a  very  prevalent 
opinion,  even  among  men  of  business,  that  Real  Bills  are 
essentially  safe,  because  they  arise  out  of  real  transactions,  and 
represent  property.  But  the  foregoing  considerations  will  dispel 
much  of  the  security  supposed  to  reside  in  Eeal  Bills  on  that 
account :  because  we  have  seen  that  in  the  most  legitimate  course 
of  business  there  will  generally  be  two  or  three  Bills  afloat  arising 
out  of  the  transfers  of  any  given  goods  :  so  that  in  the  ordinary 
course  of  business  there  will  be  twice  or  thrice  as  many  Bills 
afloat  as  there  is  Property  to  which  they  refer.  Moreover  such 
ideas  arise  from  the  inveterate  errors  of  lay  writers,  literary  and 
mathematical,  who  treat  of  the  subject,  because  they  almost 
invariably  suppose  that  the  Bills  are  a  title  to  the  goods  for 
which  they  are  given  :  whereas,  as  we  have  explained,  Bills  are 
not  a  title  to  any  money  or  goods  whatsoever  :  they  are  nothing 
but  an  abstract  right  against  the  persons  of  the  obligants 

The  above  operations  are  only  what  arise  in  the  ordinary 
course  of  business ;  sometimes,  however,  goods  may  change  hands 
much  more  frequently,  and  at  every  transfer  a  new  Bill  will  be 
created.  In  times  of  speculation  transfers  are  often  much  more 
numerous :  and  all  the  Bills  created  on  these  transfers  are  tech- 
nically Real  Bills  :  but  it  is  evidently  a  delusion  to  suppose  that 
there  is  any  security  in  them  on  that  account.  The  whole  error 
arises  from  misconceiving  the  meaning  of  the  word  "  represent." 
A  Bill  of  Lading  does  represent  goods  :  because  whoever  holds 
the  bill  has  the  property  in  those  specific  goods 

But  a  Bill  of  Exchange  does  not  "  represent "  any  goods  at 
all.  It  represents  nothing  but  a  Debt:  it  does  not  even  "repre- 
sent "  Money  :  it  is  nothing  but  a  Right  of  action  against  a 
person  to  pay  money.  It  is  created  as  a  substitute  for  Money  to 
transfer  goods  :  but  it  does  not  "represent"  goods  any  more  than 
Money  "  represents  "  goods.  Nor  does  it  represent  Money  any 
more  than  Money  represents  goods  :  it  is  merely  exchangeable  for 


§  5,   6]  BILLS    OF    LADING  567 

Money.  ••  Credit  is  to  Money "  says  Daniel  Webster  "  what 
Money  is  to  goods  " 

This  was  long  ago  pointed  out  by  Thornton1 — "  In  order  to 
justify  the  supposition  that  a  Real  Bill,  as  it  is  called,  represents 
actual  property,  there  ought  to  be  some  power  in  the  bill  holder 
to  prevent  the  property  which  the  bill  represents  from  being 
turned  to  other  purposes  than  that  of  paying  the  bill  in  question. 
No  such  power  exists  :  neither  the  man  who  holds  the  bill,  nor 
the  man  who  discounts  it,  has  any  property  in  the  specific  goods 
for  which  it  is  given  " 

This  is  perfectly  manifest :  the  goods  which  the  bill  was 
created  to  transfer  will  probably  be  scattered  in  fifty  different 
directions  before  the  bill  becomes  due  :  and  passed  through  the 
hands  of  fifty  different  proprietors  :  and  of  the  several  bills  which 
were  created  on  the  repeated  transfers  of  the  goods,  which 
"  represents  "  the  goods  ?  The  real  security  of  every  bill  simply 
consists  in  the  general  ability  of  the  parties  to  it  to  meet  their 
engagements  :  and  not  in  any  specific  goods  or  money  it  is 
supposed  to  represent 

On  the  Distinction  between  Bills  of  Exchange  and  Bills 
of  Lading 

6.  The  distinction  between  Bills  of  Exchange  which  are 
Credits  or  Debts,  or  mere  abstract  Rights  of  action,  and  are  Valuable 
Securities,  and  Bills  of  Lading,  which  are  Documents  of  Title,  is 
of  so  subtle  a  nature,  but  of  such  momentous  consequence,  that 
it  may  be  as  well  to  illustrate  it  further 

It  has  been  shown  that  any  amount  of  goods  may,  by  repeated 
transfers,  give  rise  to  any  number  of  Bills  of  Exchange  :  because 
a  new  Bill  is  created  on  each  transfer,  which  are  all  bond  fide : 
just  for  the  same  reason  that  every  transfer  of  goods  requires  an 
amount  of  Money  equal  to  itself  to  transfer  it 

Even  supposing  that  the  price  remained  the  same,  it  would 
require  twenty  times  £20  to  circulate  goods  to  the  value  of  £20 
twenty  times.  So  Bills  of  Exchange  may  represent  the  transfers 
of  many  times  the  value  expressed  on  their  face.  This  is  the 

1  Essay  on  the  Paper   Credit  of  Great  Britain 
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case  when  the  Bill  is  indorsed  away  for  value  :  and  the  Bill 
represents  as  many  additional  values  expressed  on  the  face  of  it 
as  there  are  indorsements.  Thus  when  the  Lancashire  Bills  had 
150  indorsements  on  them,  it  showed  that  they  had  circulated 
150  times  their  face  value  of  goods 

Thus,  suppose  a  real  transaction  between  A  and  B  :  A  draws 
upon  B  :  that  represents  one  transaction,  or  transfer  of  goods 

A  then  buys  from  0  :  C  might  draw  upon  A,  in  a  similar 
manner  as  A  drew  upon  B.  But  instead  of  this  A  may  pay  for 
the  goods  he  bought  from  C,  by  giving  in  payment  for  them  the 
Bill  he  drew  upon  B.  The  Bill  has  now  effected  two  transfers : 
and  the  indorsement  is  equivalent  to  a  new  drawing 

In  a  similar  way  C  may  buy  goods  from  D  :  and  pay  for 
them  by  indorsing  over  the  Bill  he  has  received  from  A.  The 
Bill  then  has  tivo  indorsements  and  represents  three  transfers  of 
goods  :  the  new  indorsement  being  equivalent  to  a  new  drawing 

In  a  similar  way  the  Bill  may  pass  through  any  number  of 
hands,  and  effect  any  number  of  exchanges.  When  C  indorsed 
the  Bill  over  to  D,  he  merely  sold  to  him  the  Debt  which  A  had 
previously  sold  to  him.  Now  that  may  be  done  either  by  draw- 
ing a  fresh  Bill  on  B,  cancelling  the  first :  or  by  simply  indorsing 
over  the  Bill  he  received  from  A.  Hence,  every  indorsement  is 
always  equivalent  to  a  new  drawing.  But  if  he  draws  a  fresh 
Bill  on  B,  it  will  represent  nothing  but  B's  Debt  to  him  : 
whereas,  if  he  indorses  over  the  Bill  he  received  from  A,  it  will 
represent  B's  Debt  to  A  :  A's  Debt  to  C  :  and  C's  Debt  to  D  : 
and  consequently  it  will  be  much  more  desirable  for  D  to  receive 
a  Bill  which  represents  the  sum  of  so  many  previous  transactions, 
and  for  the  payment  of  which  so  many  parties  are  bound  to  the 
whole  extent  of  their  estates 

This  also  shows  that  no  true  estimate  of  the  effect  of  Bills  in 
circulation  can  be  formed  from  the  returns  to  the  Stamp  Office, 
as  has  sometimes  been  attempted  to  be  done  :  as  every  indorse- 
ment is  in  effect  a  new  Bill.  So  that  the  useful  effect  of  a  Bill  is 
indicated  by  the  number  of  indorsements  upon  it.  Just  in  the 
same  way  no  conclusions  as  to  the  useful  effects  of  Money  can  be 
drawn  from  the  actual  amount  of  it  in  a  country  :  the  useful 
effect  of  Money  consists  in  its  actual  amount  multiplied  into  the 
velocity  of  its  circulation 
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But  indorsements  on  a  Bill  of  Lading  have  a  totally  different 
meaning.  A  Bill  of  Lading  is  bound  down  to  the  goods  it  repre- 
sents, and  always  accompanies  them,  however  many  the  transfers 
may  be 

Hence  ten  indorsements  on  a  Bill  of  Exchange  denote  that 
eleven  times  the  amount  of  goods  have  been  transferred  once 

Ten  indorsements  on'  a  Bill  of  Lading  denote  that  the  same 
goods  have  been  transferred  ten  times 

On  Credit  Created  for  the  purpose  of  Forming  New  Products 

7-  The  operations  we  have  just  considered  were  for  the 
purpose  of  transferring  commodities  which  had  already  been  pur- 
chased :  or  which  were  to  be  purchased  :  but  which  in  either  case 
were  already  in  existence.  And  some  persons  suppose  that  the 
whole  purpose  and  limit  of  Credit  is  to  transfer  commodities 
which  are  already  in  existence 

But  as  Credit  is  an  article  of  exchangeable  property,  or 
merchandise  of  exactly  the  same  nature,  though  of  an  inferior 
order  to  Money,  it  may  be  applied  exactly  like  money  to  bring 
new  products  into  existence.  The  limit  of  Credit  in  this  case 
being  exactly  the  same  as  in  the  former  case — namely  the  power 
of  the  proceeds  of  the  work  to  redeem  the  Credit 

As  an  example  of  the  employment  of  Credit  to  create  new 
products  we  may  cite  the  following  instance1 — "  The  States  of 
Guernsey  having  determined  to  build  a  meat  market,  voted 
£4,000  to  defray  the  cost.  Instead  of  borrowing  this  sum  at  5 
per  cent,  interest,  the  governor  issued  4,000  cardboard  tickets  on 
which  was  inscribed  "Guernsey  Meat  Market  Notes":  they 
represented  £1  each,  and  were  legal  currency  by  universal 
consent.  With  these  Notes  they  paid  the  contractor  :  and  with 
them  he  paid  his  workmen,  and  all  who  supplied  them  with 
materials.  They  were  freely  taken  by  the  tradesmen  for  goods  : 
by  landlords  for  rent  :  by  the  authorities  for  taxes.  In  due 
season  the  market  was  completed.  The  butchers'  stalls,  with 
some  public  rooms  over  them,  were  let  for  an  annual  rent  of 
£400.  At  the  expiration  of  the  first  year  of  this  tenancy,  the 

i  Minion's  Capital  and   Wages,  p.  236 
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States  called  in  the  first  batch  of  Notes,  numbered  1  to  400 :  and 
with  the  £400  of  real  money  received  for  rent,  redeemed  the 
£400  of  representative  money  expressed  by  the  '  Meat  Market 
Notes.'  At  the  end  of  ten  years  all  the  Notes  were  redeemed 
through  the  application  of  the  ten  years'  rental.  In  this  way 
they  built  a  very  good  market  house,  without  paying  any  interest 
on  borrowed  money,  and  without  injuring  anybody 

"  I  am  informed  that  one  of  the  first  docks  constructed  on  the 
banks  of  the  Mersey  in  Liverpool  was  made  in  the  same  manner. 
Labor  Notes  were  issued  which  circulated  all  through  the  town, 
as  money  does,  and  they  were  redeemed  out  of  the  dock  dues  of 
the  first  few  years  " 

Mr.  Frederic  Hill  testifies  that  this  was  no  isolated  instance, 
but  that  it  was  the  usual  method  adopted  in  effecting  public 
works1 — 

"  I  may  mention  the  abundance  of  Paper  Money  in  Guernsey 
as  a  great  cause  of  prosperity.  The  Paper  Money  is  issued  by 
the  Government  of  the  iland,  and  in  the  following  way.  When 
any  great  undertaking  has  been  determined  on  by  the  States  (as 
the  representatives  of  the  people  are  called),  such  for  instance  as 
the  opening  of  new  roads,  there  is  immediately  an  issue  of  £1 
Notes.  These  Notes  are  sent  out  as  the  work  proceeds,  and  as 
money  is  wanted.  When  the  undertaking  is  completed,  and 
begins  to  yield  an  income,  the  Notes  are  brought  in  again  and 
new  undertakings  are  commenced.  The  Notes  are  not  payable  on 
demand  :  indeed  the  Government  has  not  even  an  office  at  wrhich 
they  can  be  presented.  Nevertheless  the  Notes  are  never  refused. 
The  people  find  by  experience  that  their  representatives  do  not 
issue  the  Notes  in  greater  abundance  than  the  demand  for  them 
justifies,  and  consequently,  no  depreciation  in  their  value  is  to  be 
feared.  Moreover,  the  purposes  for  which  the  notes  are  issued 
are  of  advantage  to  every  man  in  the  iland,  so  that  every  one 
looks  upon  them  as  coming  from  a  bank  in  which  he  is  a  partner. 
Here,  then,  in  the  little  iland  of  Guernsey,  we  have,  perhaps,  the 
only  instance  in  the  world  of  a  really  national  bank  :  a  bank  in 
which  the  whole  property  of  the  state  is  the  security,  and  the 
profit  of  which  is  shared  by  the  people  at  large.  By  means  of 

1  Autobiography,  p.  65 
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this  healthy  Currency,  undertakings  of  great  magnitude  (con- 
sidering the  size  of  the  Hand),  have  been  executed  during  the  last 
few  years  " 

Credit,  being  Purchasing  Power,  may  be  used  to  purchase 
Labor  as  well  as  Commodities :  and  that  Labor  may  be  employed 
in  forming  or  creating  new  products  as  well  as  in  circulating 
commodities  already  in  existence.  Thus  already  we  see  the 
absurdity  of  Mill's  dictum  that  Credit  is  purchasing  but  not 
productive  power 

In  the  next  chapter  we  shall  show  that  Companies  have  been 
formed  on  the  Continent  for  the  express  purpose  of  promoting 
improvements  in  agriculture  on  this  principle,  and  have  been 
the  main  causes  of  the  prosperity  of  these  countries 

But  where  institutions  are  very  solid  and  enjoy  high  credit, 
they  may  also  issue  Notes  payable  on  demand,  for  the  express 
purpose  of  promoting  such  operations.  The  immense  improve- 
ments in  agriculture  and  public  works  in  Scotland  have  been 
effected  by  the  Banks  issuing  £1  Notes:  and  their  £1  Notes 
payable  in  gold  on  demand  are  as  readily  received  in  Scotland  as 
Money  itself  :  and  produce  exactly  the  same  effect  as  Money  itself. 
They  have  done  on  a  gigantic  and  permanent  scale  exactly  what 
was  done  by  the  Guernsey  Meat  Market  and  other  Notes 

Credit  is  in  all  cases  whatever  the  Present  Value  of  the 
Future  Profit  :  and  if  it  is  profitable  to  advance  Money  to  effect 
any  operation,  to  be  replaced  with  a  profit  by  the  result,  it  is  of 
course  equally  profitable  to  create  an  equal  amount  of  credit, 
which  will  be  redeemed  with  a  profit  by  the  result  of  the 
operation 
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CHAPTER  IX 
THE  THEOEY  OF  BANKING 

Origin  of  Banking  in  Europe 

1.  The  Romans  invented  the  business  which  in  modern 
language  is  termed  Banking 

At  an  early  period  Rome  began  to  gain  an  ascendancy  over 
the  neighboring  towns.  Numerous  strangers  flocked  to  her, 
bringing  the  coins  of  their  native  towns  with  them.  For  their 
convenience  the  Government  built  shops  round  the  Forum,  and 
let  them  out  to  private  persons  for  the  purpose  of  exchanging  the 
money  of  strangers  for  Roman  money.  These  persons  were 
called  Argentarii :  and  their  shops  were  called  Tdberna,  Mensce, 
or  Argentaricz.  The  commission  they  charged  was  called  Collybus, 
from  jcoA\v/?os,  the  rate  of  exchange  for  changing  the  money  of 
one  country  for  that  of  another  ;  changing  money  was  also  called 
Permutatio 

The  business  of  these  persons  was,  at  first,  pure  money 
changing,  but  upon  that  they  subsequently  engrafted  others 

It  became  the  custom  of  private  persons  to  deposit  their 
money  with  them  for  the  mere  purpose  of  security.  In  this  case 
the  Argentarius  acquired  no  property  in  the  money  :  but  he  held 
it  subject  to  the  directions  of  the  depositors.  Such  a  sum  of 
money  deposited  with  the  Argentarius  for  the  mere  purpose  of 
custody  and  safe  keeping,  and  without  any  property  in  it  being 
acquired  by  him,  was  in  Roman  Law  termed  a  Depositum.  The 
Argentarius  was  the  mere  Bailee  or  Trustee  of  the  money  and  not 
its  proprietor.  This  Depositum  was  in  no  sense  a  Mutuum,  or  a 
Loan 

The  Argentarius,  not  being  allowed  to  trade  with  the  money, 
paid  no  interest  for  it :  it  was  called  vacua pecunia 
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But  in  process  of  time  the  Argentarii  not  only  received 
money  as  Bailees  or  Trustees  to  be  kept  in  specie  as  a  Deposition, 
but  they  received  it  as  a  Loan,  or  Mutuum.  It  thus  became 
their  own  property,  with  which  they  were  allowed  to  trade,  and 
for  which  they  paid  interest.  The  money  was  not  returnable  to 
their  customers  in  specie  but  in  genere.  Such  money  was  also 
termed  a  Creditum.  The  persons  who  placed  their  money  with 
their  Argentariiis  as  a  Creditum  lost  all  property  in  it :  and 
acquired  only  a  Eight  of  action,  in  modern  language  a  Credit, 
or  Debt,  in  exchange  for  it.  The  earliest  notice  we  have  of  the 
banks  or  Argentaricz  is  in.Livy,  ixM  40  (B.C.  308),  where  they  are 
spoken  of  as  being  already  placed  in  the  Forum  where  they 
always  remained.  But  he  gives  no  account  of  the  method  in 
which  the  Argentarii  transacted  their  business 

When  their  customers  wished  to  transfer  their  Money  or 
their  Credit  to  other  persons  it  may  be  taken  for  granted  that 
their  customers  called  upon. them  and  gave  them  oral  directions 

This  method  of  doing  business,  however,  was  very  trouble- 
some :  and  with  the  Roman  instiuct  for  practical  business  the 
Argentarii  adopted  a  much  simpler  plan.  They  authorised  their 
customers  to  give  a  written  order  to  the  persons  to  whom  they 
wished  the  Money  or  the  Credit  to  be  transferred.  This  written 
order  was  termed  Attributio,  or  Perscriptio — in  modern  language 
a  Cheque.  Scribere  was  to  give  Credit  in  the  books  :  rescribere, 
or  perscribere,  was  to  give  a  Cheque  to  transfer  a  Credit  or  pay- 
ment of  Money  to  another  person.  The  entry  of  the  person's 
name  in  the  Codex  or  Tabulce,  either  for  money  paid  or  received, 
was  termed  Nomen :  hence  Nomen  became  a  common  word  for  a 
Debt,  or  an  Obligation  :  afterwards  Creditum,  or  Debitum 

The  use  of  Cheques  had  become  common  before  the  time  of 
Plant  us  (B.C.  224-181),  in  whose  comedies  there  are  many  allu- 
sions to  bankers  and  their  business.  He  calls  them  TrapesitcR^ 
Argentarii,  and  Danistw 

Thus  Leonida  says1 — 

"  Abducit  domum  ultro,  et  scribit  numos" 

"  Of  his  own  accord  he  brings  him  home  and  places  the  money 
to  his  Credit" 

1  Plautut,  Asinaria  II.,  4,  34 

o  2 
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Accepium  ferre  was  to  credit  a  customer's  account  with 
money  received  :  expensum  ferre  to  debit  it  with  money  paid  " 

Thus  PJautus  says1 — 

"  Ratio  accepti  et  expensi  inter  nos  converiit  " 

"  The  accounts  between  us  balance  " 

So  Terence  says2 — 

"  Sed  transi,  sodes,  ad  forum  atque  illud  mihi  argentum 
rursum  jube  rescribi,  Phormio  " 

"  Phorm :  Quodne  ego  prescripsi  porro  aliis  quibus  debui  " 

"  But.,  Phormio,  be  good  enough  to  go  over  to  the  forum  and 
order  that  money  to  I  e  placed  to  my  Credit" 

"  Phorm.  :  What  I  that  for  ivhich  I  have  already  given  Cheques 
to  my  creditors  ?  " 

So  Cicero  says3 — 

"  Qui  de  c  c  c  c,  His  c  c  presentia  solverimus,  reliqua  rescri- 
bamus" 

"  As  for  the  four  hundred  sestertia,  I  have  paid  two  hundred 
in  cash,  and  I  shall  send  a  Cheque  for  the  rest " 

The  Roman  bankers  also  invented  Bills  of  Exchange.  As 
the  Romans  extended  their  conquests  over  distant  countries  they 
established  correspondents  in  them  for  the  purpose  of  remitting 
for  the  use  of  the  armies 

Bills  of  Exchange  are  mentioned  in  numerous  places  in 
Cicero's  letters  of  which  we  may  cite  a  few  instances — 

Thus  he  says4 — 

"  Se  ait  curasse  ut  cum  qusestu  populi  pecunia  permutaretur  " 

11  He  says  that  he  has  taken  care  that  a  Bill  for  the  money 
should  be  sent  (to  Rome)  along  ivith  the  veople's  share  of  the 
profit" 

So  when  his  son  is  going  to  Athens  he  writes5 — 

"  Sed  qusero  quod  opus  illi  erit  Athenis,  permutarine  possit, 
an  ipsi  ferendum  sit " 

"But  I  ivish  to  know  ivhether  the  money  he  ivill  want  at 
Athens  can  be  sent  by  a  Bill,  or  ivhether  he  must  take  it  with  him  " 

Mostdlaria,  I.,  3,  146         2  Phormio,  V.,  7,  29         3  Epist.  ad  Atticum,  XVI. 

4  Epist.  ad  famil:  to   Caninius  Salustius 

5  To  Atticus,  XI.,  21 
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So  again1 — * 

"Qtiare  velim  cures  ut  perinutaretur  Athenis  qnod  sit  in 
annuum  sumpturn  " 

*'  Wherefore  I  ivish  you  would  take  care  to  send  him  a  Bill 
at  Athens  for  his  yearly  expenses  " 

So  also*— 

"  Ut  vereor  ne  illud  quod  tecum  permutavi,  versura  mihi 
solvendum  est " 

11  So  that  I  fear  I  must  borrow  money  to  pay  the  Bill  you 
cashed  for  me  " 

But  these  Cheques  and  Bills  were  not  transferable  or  payable 
to  anyone  else  than  the  payee,  because  at  that  time  Roman  Law 
did  not  permit  of  the  transfer  of  Debts  without  the  consent  of 
the  Debtor  :  and  the  Romans  had  not  made  the  great  modern 
invention  of  transferring  Obligations  by  indorsement 

On  the  meaning  of  the  word  Bank 

2.  Before  however  we  proceed  to  explain  the  mechanism  and 
effects  of  Banking,  we  must  first  ascertain  the  meaning  of  the 
word  Bank :  because  great  misconception  prevails  respecting  it 

If  we  take  up  the  most  common  works  on  Banking,3  we  find 
it  stated  that— 

1.  That  the  word  Bank  comes  from  the  Italian  word  Banco, 
which  means  a  Bench  :  because  it  is  alleged  that  the  Italian 
money  dealers,  or  money  changers,  kept  their  money  on  a  bench  : 
whence  they  were  said  to  have  been  called  Banchieri 

•2.  That  the  business  of  a  Banker  consists  in  dealing  in 
Money  :  or  in  acting  as  an  intermediate  agent  between  persons 
who  want  to  lend  money  and  those  who  want  to  borrow  money 

3.  That  the  Profits  of  a  banker  consist  in  the  difference 
between  the  interest  he  pays  for  the  money  he  borrows  and  the 
interest  he  charges  for  the  money  he  lends 

All  these  notions,  however,  proceeding  from  apparently  high 
authority,  are  entirely  erroneous 

XX.,  15  Ubid,  V.,  15  »«.#.,   Gllbart  on  Banking 
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The  Italian  money  changers,  as  such,  were  never  called 
Banchieri  in  the  middle  ages  :  nor  are  persons  whose  sole  business 
is  money  changing  ever  called  Bankers  in  any  language.  So 
long  as  they  confined  their  business  to  money  changing  and 
lending  money  they  were  called  Cambiafores,  Cambitores,  Camp- 
sores,  Speciarii,  Argentarii,  Nummularii,  Trapezitce,  Danistce, 
Collybistce,,  and  Mutuatores :  and  their  places  of  business  were 
called  Casane  :  and  not  Banchi 

At  one  time  there  was  considerable  discussion  in  Italy  as  to 
the'  origin  of  the  word  Banco.  Many  writers  said  it  came  from 
abacus,  a  calculating  machine.  But  Muratori  entirely  disap- 
proves of  such  a  derivation1 — "  To  me  on  the  contrary,  the  word 
seems  to  have  come  from  the  German  word  Banck,  which  is  a 
very  ancient  word  in  that  language,"  and  he  says  that  the  word 
was  first  used  for  a  store  of  goods  in  the  town  of  Brescia 

Ducange  also  says2 — "  Bank  is  of  Franco- German,  or  Saxon 
origin  :  no  other  is  to  be  sought  for  " 

There  is  no  doubt  whatever  these  learned  authors  are  right 

The  word  Banck  in  German  has  two  meanings — 

(1)  A  heap  or  mound,  like  a  sandbank  :  hence  a  store,  like 
the  goods  in  a  shop 

(2)  A  bench  or  seat :  because  the  surface  of  a  sandbank  was 
usually  smooth  and  level 

Many  writers  who  are  not  acquainted  with  the  technicalities 
of  business  suppose  that  the  word  Bank  as  a  place  of  business 
comes  from  the  second  of  these  meanings  :  because  they  suppose 
that  the  banco  was  the  counter  upon  which  the  money  changers 
kept  their  money 

But  the  technical  meaning  of  the  word  Banking:  and  the 
invariable  use  of  the  term  by  the  Italian  Economists  :  and  the 
universal  meaning  attributed  to  the  word  when  it  was  first 
introduced  into  English,  conclusively  prove  that  the  preceding 
opinion  is  erroneous :  and  that  as  a  technical  term  in  commerce 
it  is  derived  from  the  first  of  the  meanings  given  above,  i.e.,  a 
mound  or  heap 

i  Antiq.  Ital.  Med.  Mo.,  Vol.  II.,  p.  1,148 
2  Med.  et  Infim.  Lat.  Lex.,  s.  v.  Bancus 
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The  word  Bank  originated  in  this  way — 

The  Roman  State  made  it  a  cardinal  maxim  of  their  policy 
not  to  carry  on  more  than  one  war  at  a  time.  In  1171  the  City 
of  Venice  was  at  war  both  with  the  Empires  of  the  East  and  the 
West.  Its  finances  were  in  a  state  of  great  disorder :  and  the 
Great  Council  levied  a  forced  loan  of  one  per  cent,  on  all  the 
property  of  the  citizens,  and  promised  them  interest  at  the  rate 
of  five  per  cent.  Commissioners  were  appointed  to  manage  the 
loan,  who  were  called  Camera  degli  Imprestiti.  Such  a  loan  has 
several  names  in  Italian,  such  as  Compera,  Mutuo,  &c.:  but  the 
most  usual  name  is  Monte,  a  joint-stock  fund.  This  first  loan 
was  called  the  Monte  Vecchio,  the  old  loan  :  subsequently  two 
other  similar  loans  were  contracted,  and  called  the  Monte  Nuovo 
and  the  Monte  Nuovissimo.  In  exchange  for  the  Money,  which 
became  the  absolute  property  of  the  Government,  to  be  employed 
for  public  purposes,  the  citizens  received  Stock  Certificates,  or 
Credits,  which  they  might  transfer  to  anyone  else  :  and  the 
Commissioners  kept  an  office  for  the  transfer  of  the  stock  and 
the  payment  of  the  dividends 

At  this  time  the  Germans  were  masters  of  a  great  part  of 
Italy,  and  the  German  word  Banck,  meaning  a  heap,  or  mound, 
came  to  be  used  synonymously  with  Monte  :  and  was  Italianised 
into  Banco :  and  the  public  loans  were  called  indifferently  Monti 
or  Banchi 

It  was  this  office,  the  Chamber  of  Loans,  which  such  multi- 
tudes of  writers  have  supposed  was  the  famous  Bank  of  Venice. 
But  this  is  a  complete  mistake.  It  was  in  no  sense  a  Bank  in 
the  modern  sense  of  the  word  :  it  was  simply  the  National  Debt 
Office  :  it  was  similar  to  the  National  Debt  Office  of  the  Bank  of 
England:  it  was  the  origin  of  the.  Funding  System 

Thus  in  the  Volpone  of  Ben  Jonson,  the  scene  of  which  is 
laid  in  Venice,  Volpone  says — 

**  I  turn  no  monies  in  the  public  Bank  " — 

Meaning,  "  I  do  not  dabble  in  the  Venetian  Funds" 

So  an  English  writer,  Benbrigge,  in  1616,  speaks  of  the 
"  three  Bankes  "  at  Venice  :  meaning  the  three  public  loans,  or 
Monti 
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So  in  Florian  and  Torriani's  Italian  Dictionary,  published  in 
1659,  it  says — "Monte,  a  standing  Bank,  or  Mount,  of  money, 
as  they  have  in  divers  cities  in  Italy  " 

That  the  word  Banco  in  Italian  means  a  Public  Debt  might 
be  proved  by  numberless  quotations 

Thus  a  recent  writer,  Cibrario,  says1 — "  Regarding  the  Theory 
of  Credit,  which  I  have  said  was  invented  by  the  Italian  cities,  it 
is  known  that  the  first  Bank,  or  Public  Debt  (il  primo  Banco  o 
Debito  Pubblico),  was  erected  in  Venice  in  1171.  In  the 
thirteenth  century  paper  money  is  mentioned  at  Milan  :  the 
Credit  was  paid  off.  A  Monte,  or  Public  Debt  (im  Monte  o 
Debito  Pubblico),  was  founded  in  Florence  in  1336  " 

This  passage  shows  that  Banco  =  Monte  =  a  Public  Debt 

At  Genoa,  during  the  wars  of  the  fourteenth  century,  the 
Bank  of  St.  George  was  formed  of  the  Creditors  of  the  State 

Every  Economist  in  the  south  of  Europe  knows  that  the  word 
Bank  means  a  Public  Debt 

Thus  the  distinguished  Spanish  Economist  Olozaga,  speaking 
of  the  Venetian  Loans,  says2 — "  El  Monte  Vecchio  (Banco  Vie  jo) 
.  .  .  el  Monte  Nuevo  (Banco  Nuevo)  " 

So  in  Baretti's  Italian  Dictionary,  1839,  it  says — "  Monte,  a 
Bank  where  they  lend  or  take  money  at  interest " 

So  Evelyn  speaks3  of  the  Monte  di  Pie  fa  at  Padua,  where 
there  is  a  continual  Bank  of  Money  to  assist  the  poor 

So  Blaekstoue  says4 — "  At  Florence,  in  1344,  Government 
owed  £60,000,  and  being  unable  to  pay  it,  formed  the  principal 
into  an  aggregate  sum  called  metaphorically  a  Mount  or  Bank." 

Every  one  acquainted  with  the  writings  of  the  Italian 
Economists  knows  perfectly  well  that  they  invariably  use  the 
words  Monti  and  Banchi  as  absolutely  synonymous  :  and  in  the 
reports  published  by  the  Statistical  Office  the  words  are  also 
sometimes  used  as  synonymous5 

This  was  also  the  meaning  of  the  word  Bank  when  it  was  first 
introduced  into  English 

1  Economia  Politico  del  medio  evo 
*Tratado  de  Economia  Politico,  vol.  I.,  p.  101 
3  Diary,  vol.  I.,  p.  101  4Vol.  I.,  p.  322,  A'err's  edit. 

5  I  am  informed  by  my  friend  Professor  Loria,  of  Siena,  that  the  word  Monte 
is  not  used  now  in  Italian  for  a  bank 
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Thus  Bacon  says1 — "  Let  it  be  no  Bank,  or  common  stock  " 

So  Gerard  Malyues  says 2 — "  Mons  Pietcitis.  or  Bank  of 
Charity.  In  Italy  "there  are  Monies  Pietatis;  that  is  to  say, 
Mount*  or  Banks  of  Charity  " 

Benbrigge  in  his  Usura  Accommodata,  1G46,  says — "  For 
their  rescue  may  be  collected  Mons  Pietatis  sive  Charitatis,  or 
Banke  of  Piety  or  Charitatis,  as  they  of  Trent  fitly  call  it " 

Again — "  For  borrowers  in  trade  for  their  supply  as  their 
occasion  shall  require  may  be  erected  Mons  Xeyotiatwnis  or 
Banke  of  Trade  " 

Tolet  says — "  Mons  fidd,  a  Banke  of  Trust  which  Clement 
XII.  instituted  at  Rome — he  that  put  his  money  into  this  Banke 
was  never  to  take  it  out  again  "  ;  for  which  the  lender  received 
7  per  cent,  interest,  like  the  subscribers  to  the  original  Bank  of 
England  stock.  He  also  speaks  of  Mons  Recuperation**,  or  Banke 
of  Recovery,  in  which  the  interest  was  12  per  cent. 

The  difference  between  these  two,  which  were  Public  Debts, 
was  that  the  first  was  a  perpetual  annuity,  and  the  second  a 
terminable  annuity,  in  which  the  higher  rate  of  payment  was 
repayment  of  the  principal 

In  the  time  of  Cromwell  several  proposals  were  made  for 
erecting  public  Banks.  Samuel  Lambe,  a  London  merchant  in 
1658,  recommending  them  says — "  A  Bank  is  a  certain  number 
of  sufficient  men  of  estates  and  Credit  joint  together  in  Joint 
Stock  :  being  as  it  were  the  general  cash  keepers  or  treasurers  of 
that  place  where  they  are  settled,  letting  out  Imaginary  Money 
(i.e.,  Credit)  at  interest  at  2J  or  3  per  cent,  to  tradesmen,  or 
others  that  agree  with  them  for  the  same,  and  making  payment 
thereof  by  assignation,  and  passing  each  man's  account  from  one 
to  another  with  much  facility  and  ease  " 

So  Francis  Cradocke,  a  London  merchant,  who  was  appointed 
a  member  of  the  Board  of  Trade  by  Charles  II.,  strongly  advo- 
cated the  introduction  of  Banks  into  England,  and  says — "  A 
Banke  is  a  certain  number  of  sufficient  men  of  Credit  joined 
together  in  a  stock,  as  it  were,  for  keeping  several  men's  cash  in 
one  Treasury,  and  letting  out  Imaginary  Money  (*>.,  Credit)  at 

1  Essay  on  Usury  a  Lex  Mercatoria,  Part  II.,  ch.  13 
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interest  for  three  or  more  in  the  hundred  per  annum,  to  trades- 
men or  others  that  agree  with  them  for  the  same :  and  making 
payment  thereof  by  assignation,  passing  each  man's  account  from 
one  to  another,  yet  paying  little  money."  And  he  says  that 
"  the  aforesaid  bankers  may  furnish  another  petty  Bank  (or 
Mount)  of  Charity  " 

Thus  these  writers  perfectly  well  understood  the  nature  and 
constitution  of  a  Bank.  They  knew  well  that  the  function  of  a 
Bank  is  to  advance  Imaginary  Money — or  Credit — and  not 
metallic  Money,  as  is  the  popular  delusion  of  the  present  day 

In  a  little  tract,  entitled  "A  Discourse  concerning  Banks ,"  and 
supposed  to  be  by  a  Director  of  the  Bank  of  England,  it  says — • 
"  There  are  three  kinds  of  Banks  :  the  first  for  the  mere  deposit 
of  Money  [like  those  of  Yenice,  Amsterdam,  Hamburg,  &c.]  :  the 
second  for  profit."  "  The  Banks  of  the  second  kind,  called  in 
Italy  Monti  [i.e.,  Public  Debts]  which  are  for  the  benefit  of  the 
income  only,  are  the  Banks  of  Some,  Bolonia,  and  Milan.  These 
Banks  were  made  up  of  a  number  of  persons  who,  in  time  of  war, 
or  other  exigences  of  state,  advanced  sums  of  money  upon  funds 

granted  inperpetuum,  but  redeemable The  third  kind  of 

Banks,  which  are  both  for  the  convenience  of  the  public  and  the 
advantage  of  the  undertakers,  are  the  several  Banks  of  Naples, 
the  Bank  of  St.  George  at  Genoa,  and  one  of  the  Banks  of 
Bolonia.  These  Banks  having  advanced  sums  of  money  at  their 
establishment,  did  not  only  agree  for  a  fund  of  perpetual  interest, 
but  were  allowed  the  privilege  of  keeping  cash  " 

The  Bank  of  England  was  of  this  last  kind.  It  was  a  com- 
pany of  persons  who  advanced  a  sum  of  money  to  the  Government, 
and  received  in  exchange  for  it  a  perpetual  annuity  :  or  a  right 
to  receive  for  ever  a  series  of  annual  payments  from  the  State. 
This  annuity  is  in  legal  phrase  termed  a  Bank  Annuity:  in 
popular  language  the  Funds 

There  has  only  been  one  instance  in  this  country  of  a  Bank 
which  did  not  receive  cash  from  the  public.  Some  time  after  the 
foundation  of  the  Bank  of  England  a  company  of  persons  united 
to  advance  a  million  to  the  Government.  They  were  incorpo- 
rated as  the  "  Million  Bank."  This  company  existed  till  nearly 
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the  end  of  the  last  century,  and  thus  it  resembled  the  original 
Bank  of  Venice 

Thus  from  these  passages,  and  many  more  might  be  cited  if 
necessary,  it  is  perfectly  clear  that  the  word  Bank,  as  a  term  in 
commerce,  is  the  equivalent  of  Monte :  and  meant  a  joint  stock 
fund  contributed  by  a  number  of  persons 

So  when  the  word  Bank  was  introduced  into  our  American 
colonies  before  the  Revolutionary  War,  Professor  Sumner  says1 — 
l-  Bank  as  the  word  was  used  before  the  Revolutionary  "War  meant 
only  a  batch  of  paper  money,  issued  either  by  the  Government,  or 
a  Corporation.  The  impression  seems  to  have  remained  popular 
that  the  essential  idea  of  a  tl  Bank  "  is  the  issuing  of  Notes  .  . 
.  .  .  The  notes  issued  in  "  Banks  "  or  masses  as  loans  were 
pure  paper  money  " 

So  in  a  valuable  history  of  the  Notes  issued  in  the  United 
States,2  it  says  that  an  issue  of  Paper  Money  to  the  amount  of 
£50,000,  authorised  to  be  issued  by  the  Treasury,  was  styled  a 
Bank 

The  essential  feature  of  all  these  "Banks"  was  this:  the 
subscribers  advanced  the  money  as  a  Loan  or  Mutiium  :  it  thus 
becomes  the  actual  property  of  the  borrowers  :  and  in  exchange 
for  their  Money  the  lenders  received  a  Credit,  i.e.,  a  certificate  or 
promise  to  pay  interest,  which  they  might  transfer  to  any  one  else. 

And  those  persons  whose  business  it  was  to  trade  like  these 
Banks,  i.e.,  to  buy  money  and  in  exchange  for  it  to  issue  Credit  of 
various  sorts,  were  termed  Bankers,  and  only  those 

Thus  as  a  technical  term  in  business,  to  "  Bank  "  means  to 
issue  Credit 

On  the  meaning  of  the  word  Banker 

3.  Equally  great  misconception  prevails  as  to  the  meaning 
of  the  word  Banker  :  and  the  nature  of  the  business  of  Banking. 

Gilbart  says3 — "A  banker  is  a  dealer  in  Capital:  or  more 
properly,  a  dealer  in  Money.  He  is  an  intermediate  party 

1  History  of  American  Currency,  p.  6,  n 

2  United  States  Notes.     By  John  Gay  Knox,  late  Comptroller  of  the  Currency. 
London,  1885 

3  Principles  of  Banking,  p.  1 
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between  the  borrower  and  the  lender.  He  borrows  of  one  party 
and  lends  to  another :  and  the  difference  between  the  terms  at 
which  he  borrows,  and  those  at  which  he  lends,  forms  the  source 
of  his  profit " 

So  a  report  of  the  House  of  Commons  says1 — "  The  use  of 
Money,  and  that  only,  they  regard  as  the  province  of  a  Bank, 
whether  of  a  private  person  or  incorporation,  or  the  Banking 
department  of  the  Bank  of  England  " 

Notwithstanding  the  apparently  high  authority  of  these 
passages  which  have  misled  so  many  unwary  persons  :  these 
descriptions  of  the  nature  of  the  business  of  Banking  are  entirely 
erroneous 

In  former  times  there  were  many  persons  who  acted  as  inter- 
mediaries between  persons  who  wanted  to  lend  and  those  who 
wanted  to  borrow.  They  were  called  Money  Scriveners.  The 
father  of  John  Milton  was  a  Money  Scrivener.  But  no  one  ever 
called  a  Money  Scrivener  a  Banker 

At  the  present  day  many  firms  of  Solicitors  act  as  interme- 
diaries between  persons  who  wish  to  lend  and  others  who  want 
to  borrow.  They  may  have  some  clients  who  wish  to  lend,  and 
other  clients  who  want  to  borrow  :  and  they  act  as  agents  between 
them.  The  first  set  of  clients  may  entrust  their  money  to  the 
firm  to  lend  to  the  second  set :  and  the  solicitors  receive  a  com- 
mission on  the  sums  which  pass  through  their  hands 

But  no  one  ever  called  a  firm  of  solicitors  who  transact  such 
business  "Bankers":  which  shows  that  there  is  an  essential 
distinction  between  the  business  of  Money  Scriveners  and  such  a 
firm  of  Solicitors,  and  the  business  of  "Bankers" 

Solicitors  who  transact  such  agency  business  do  not  acquire 
any  Property  in  the  money  which  passes  through  their  hands. 
They  receive  it  merely  as  a  Bailment  or  a  Depositum.  They  are 
only  the  custodians  or  the  Trustees  of  the  money  :  and  it  is  only 
entrusted  to  their  custody  for  the  express  purpose  of  being 
applied  in  a  certain  way.  The  actual  property  in  the  money 
passes  directly  from  the  lender  to  the  borrower  through  the 

1  Report  on  Commercial  Distress,  1858 
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medium  of  the  Trustees  or  Bailees  :  and  if  the  latter  appropriated 
the  money  in  any  way  to  their  own  purposes  it  would  be  a  felony, 
and  they  would  be  liable  to  be  punished  for  embezzlement 

But  the  case  of  a  Banker  is  wholly  different.  When  his 
customers  pay  in  money  to  their  account  they  cede  the  Property 
in  the  money  to  the  Banker.  The  money  placed  with  him  is  not 
a  Depositum  or  a  Bailment :  it  is  a  Mutuum,  or  a  Creditum,  it 
is  a  "  loan "  or  sale  of  the  money  directly  to  himself.  The 
banker  is  not  the  Trustee  or  Bailee  of  the  money  :  but  its  actual 
Proprietor.  He  may  trade  with  it,  or  employ  it  in  any  way  he 
pleases  for  his  own  profit  or  advantage.  The  Banker  buys  the 
money  from  his  customer  :  and  in  exchange  for  it  he  gives  his 
customer  a  Credit  in  his  books :  which  is  simply  a  Eight  of 
action  to  demand  back  an  equivalent  amount  of  money  from  his 
banker  at  any  time  he  pleases  :  and  the  customer  may  transfer 
this  Right  of  action  to  any  one  else  he  pleases  :  just  like  so  much 
money 

"\Vhen  the  client  of  a  solicitor  entrusts  money  to  him  to  lend 
to  some  one  else,  he  retains  the  Property  in  it  until  the  arrange- 
ment with  the  borrower  is  completed  :  and  then  the  Property  in 
the  money  is  transferred  directly  from  the  lender  to  the  borrower: 
without  in  any  way  vesting  in  the  solicitor.  But  when  a 
customer  pays  in  money  to  his  banker  the  Property  in  it  instantly 
and,  ipso  facto,  vests  in  the  banker  :  and  the  customer  has  nothing 
but  a  Right  of  action  against  the  Person  of  the  banker  to  demand 
back  an  equivalent  sum.  So  long  as  the  money  remains  the 
possession  of  the  customer  it  is  a  Jus  in  rem  :  but  when  he  has 
paid  it  into  his  account  he  has  nothing  'but  a  Jus  in  personam 

Galiani  says1 — u  Banks  began  when  men  saw  from  experience 
that  there  was  not  sufficient  money  in  specie  for  great  commerce 
and  great  enterprises 

"  The  first  Banks  were  in  the  hands  of  private  persons  with 
whom  persons  deposited  money  :  and  from  whom  they  received 
Bills  of  Credit  (fedi  di  Credito]  :  and  who  were  governed  by  the 
same  rules  as  the  public  Banks  now  are.  And  thus  the  Italians 

i  Delia  Moneta,  p.  323 
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have  been  not  only  the  fathers  and  the  masters,  and  the  arbiters 
of  commerce :  so  that  in  all  Europe  they  have  been  the  deposi- 
tories of  money  :  and  are  called  Bankers  " 

So  Genovesi  says1 — "  These  Monti  were  first  administered 
with  scrupulous  fidelity,  as  were  all  human  institutions  made  in 
the  heat  of  virtue.  From  which  it  came  to  pass  that  many 
placed  their  money  on  deposit  :  and,  as  a  security,  received  Paper 
which  was  called,  and  is  still  called,  Bills  of  Credit 

"  Thus  private  Banks  (Banchi)  were  established  among  us, 
whose  Bills  of  Credit  acquired  a  great  circulation,  and  increased 
the  quantity  of  signs,  and  the  velocity  of  commerce  " 

And  this  was  always  recognised  as  the  essential  feature  of 
"Banking" 

Thus  Marquardus  says2 — "  And  by  "  Banking  "  is  meant  a 
certain  species  of  trading  in  money,  under  the  sanction  of  public 
authority,  in  which  money  is  placed  with  bankers  (who  are  also 
cashiers  and  depositories  of  money)  for  the  security  of  Creditors 
and  the  convenience  of  Debtors,  in  such  a  way  that  the  Property 
in  the  money  passes  to  them :  but  always  with  the  condition 
understood  that  any  one  who  places  his  money  with  them  may 
have  it  back  whenever  he  pleases  " 

A  "  Banker  "  is  therefore  a  person  who  trades  in  the  same  way 
that  the  Public  Banks  did  :  they  acquired  the  Property  in  the 
money  paid  in  :  and  in  exchange  for  it  they  gave  Bills  of  Credit : 
which  circulated  in  commerce  exactly  like  money  :  and  produced 
all  the  effects  of  Money.  And  moreover  when  they  bought,  or 
discounted,  Bills  of  Exchange,  they  did  it  exactly  in  the  same 
way :  they  bought  them  by  issuing  their  own  Credit :  and  Not 
with  Money.  And  experience  showed  that  they  might  multiply 
their  Bills  of  Credit  several  times  exceeding  the  quantity  of  money 
they  held :  and  thus  for  all  practical  purposes  multiply  the 
quantity  of  Money  in  circulation 

Thus  the  essential  business  of  a  "  Banker  "  is  to  create  and 
issue  Credit  to  circulate  as  Money 

In  the  neighborhood  of  the  Royal  Exchange  many  firms 
announce  themselves  as  "  Money  Changers  and  Foreign  Bankers." 

1  Delle  Lezioni  di  Economica  Civile,  part  ii.,  ch.  5,  §  5 
sDe  Jure  Mercatorum,  Lib.  ii.,  ch.  12,  §  13 
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Thus  they  show  that  they  know  that  Money  Changing  is  not 
"  Banking."  By  Foreign  Bankers  they  mean  that  in  exchange 
for  Money  they  will  give  their  customers  Bills  of  Credit  on  their 
foreign  correspondents 

The  following  is  the  true  definition  of  a  "  Banker" — 
"A    Banker   is   a    Trader   who    buys  Money  and  Credits, 
Debts,  or  Rights  of  action  payable  at  a  future  time  ly  creating 
and  issuing  Credits,  Debts,  or  Rights  of  action  payable  on  demand. 
As  will  be  more  fully  exemplified  in  subsequent  sections 

On  the  Currency  Principle 

4.  AVe  must  now  explain  the  meaning  of  an  expression 
which  has  acquired  much  importance,  and  which  must  be  clearly 
understood  before  we  come  to  the  exposition  of  the  system  which 
the  Bank  Charter  Act  of  1844  was  designed  to  carry  out 

The  express  function  of  a  Bank  being  to  create  Credit,  it  has 
sometimes  been  maintained  that  a  Bank  should  only  be  allowed 
to  create  exactly  as  much  Credit  as  the  specie  paid  in  and  no  more. 
And  that  its  sole  function  should  be  to  exchange  Credit  for 
Money,  and  Money  for  Credit  :  and  thus  the  quantity  of  Credit 
in  circulation  would  always  be  exactly  equal  to  the  Money  it 
displaced 

This  doctrine  is  that  which  is  distinctively  known  by  the  name 
of  the  4*  Currency  Principle."  It  is  the  doctrine  which  the 
supporters  of  the  Bank  Act  of  1844  asserted  to  be  the  only  true 
one :  and  which  that  Bank  Act  was  specially  designed  to  carry 
out 

This  doctrine  is  supposed  to  be  of  modern  origin,  and  the 
latest  refinement  in  the  Theory  of  Banking.  But  this  is  far  from 
being  the  case  :  it  was  first  formulated  in  China  in  13<>!) 

That  country  had  been  plagued  for  500  years  with  the  exces- 
sive issues  of  inconvertible  paper  by  the  banks.  The  author  of 
a  work  named  Tsoa-min,  exhibiting  the  evil  consequences  of 
excessive  issues  of  Paper  Money,  and  speaking  of  the  times  before 
such  mischief  arose,  said — "Then  it  was  ordered  that  at  the 
offices  of  the  rich  merchants  who  managed  the  enterprise,  when 
the  Notes  were  paid  in  the  Money  came  out :  when  the  Bills 
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came  out  the  Money  went  in :  the  Money  was  the  mother,  the 
Note  was  the  sou.  The  son  and  the  mother  were  reciprocally 
exchanged  for  the  other  " 

Several  Banks  have  been  constructed  on  this  principle  :  such 
as  those  of  Venice,  Amsterdam,  Hamburg,  Nuremberg,  and  others. 

These  places,  small  in  themselves,  were  the  centres  of  a  great 
foreign  commerce  :  and  as  a  necessary  consequence  large  quanti- 
ties of  foreign  coin  of  all  sorts,  of  different  countries  and  denomi- 
nations were  brought  by  the  foreigners  who  resorted  to  them. 
These  coins  were,  moreover,  greatly  clipped,  worn,  and  diminished. 
The  degraded  state  of  the  current  coin  produced  intolerable 
inconvenience,  disorder,  and  confusion  among  merchants,  who, 
when  they  paid  or  received  payment  of  their  bills  had  to  offer  or 
receive  a  bagful  of  all  sorts  of  different  coins.  The  settlement 
of  these  bills,  therefore,  involved  perpetual  disputes — which  coins 
were  to  be  received  and  which  were  not :  and  how  much  each 
was  to  count  for 

In  order  to  remedy  this  intolerable  inconvenience,  it  became 
necessary  to  institute  some  fixed  and  uniform  standard  of  pay- 
ment so  as  to  insure  regularity  of  payments,  and  a  just  discharge 
of  debts 

To  effect  this  purpose  the  magistrates  of  these  cities  instituted 
a  Bank  of  Deposit,  into  which  every  merchant  paid  his  coin  of  all 
sorts  and  countries.  They  were  weighed,  and  the  Bank  gave 
him  credit  in  its  books  for  the  exact  bullion  value  of  the  coins 
paid  in.  The  owner  of  the  credit  was  entitled  to  have  it  paid  in 
full  weighted  coin  on  demand 

These  Credits,  therefore,  insured  a  uniform  standard  of 
payment,  and  were  called  Bank  Money — Moneta  di  Banco :  and  it 
was  enacted  that  all  bills  upon  these  cities  above  a  certain  small 
amount  should  be  paid  in  Bank  Money  only 

As  this  Bank  Money  was  always  exchangeable  for  coin  of  full 
weight  on  demand,  it  was  also  at  a  premium,  or  agio,  as  compared 
with  the  worn,  clipped  and  degraded  coin  in  circulation.  The 
difference  was  usually  from  5  to  9  per  cent,  in  the  different  cities. 
The  term  agio  is  misleading  :  because  it  is  evident  that  it  was  the 
Moneta  di  Banco  which  was  the  full  legal  standard  :  and  the 
current  coin  was  at  a  discount 
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These  Banks  professed  to  keep  all  the  coin  and  bullion 
deposited  with  them  in  their  vaults.  They  made  no  use  of  it  in 
the  way  of  business,  as  by  discounting  bills.  Thus  the  Credit 
created  was  exactly  equal  to  the  specie  deposited  :  and  their  sole 
function  was  to  exchange  Credit  for  Money  and  Money  for 
Credit 

These  Banks  were  examples  of  the  Currency  Principle.  They 
were  of  no  use  to  commerce  further  than  to  serve  as  a  safe  place 
to  keep  the  money  of  the  merchants,  and  to  insure  a  uniform 
standard  for  the  payment  of  Debts.  They  made  no  profits  by 
their  business  :  and  no  Bank  constructed  on  the  Currency 
Principle  can  by  any  possibility  make  profits.  The  merchants 
who  kept  their  accounts  with  the  Bank  paid  certain  fees  to  defray 
the  expenses  of  the  establishment 

These  Banks  were  Banks  of  Deposit :  because  the  Money  and 
Bullion  placed  with  them  were  merely  placed  there  for  safe 
custody  and  keeping.  But  they  were  not  Banks  in  the  true  sense 
of  the  word,  because  the  money  deposited  with  them  did  not 
become  their  absolute  property  to  deal  with  as  they  pleased. 
They  were  simply  Trustees  of  the  money.  They  were,  however, 
Banks  in  a  certain  sense  :  because  the  primary  meaning  of  Banco 
is  a  store  :  and  they  were  stores  of  money.  They  were  not  the 
Bankers,  but  the  Treasurers  of  the  merchants  :  and  they  were 
obliged  to  take  a  solemn  oath  that  they  would  keep  in  their  vaults 
all  the  money  deposited  with  them.  Nevertheless,  both  at  Venice 
and  Amsterdam,  they  violated  their  solemn  oaths,  and  advanced 
large  sums  to  the  Government,  which  ultimately  led  to  their  ruin. 

The  Bank  of  Venice 

5.  One  of  these  Banks  of  Deposit  has  acquired  so  much 
celebrity  that  we  may  say  a  few  words  about  it 

More  than  thirty  years  ago  we  pointed  out1  that  the  popular 
legend  that  the  Bank  of  Venice,  founded  in  1171,  was  a  Bank  in 
the  modern  sense  of  the  word  was  a  pure  myth,  and  that  it  was 
in  reality  nothing  but  a  Public  Debt :  and  that  the  word  Banco 
in  Italian  is  equivalent  to  Monte,  and  means  a  Public  Debt.  We 

1  Dictionary  of  Political  Economy,  Art.  574,  Banking  at  Venice 
VOL.  II.,  PART  1  P 
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also  gave  such  an  account  of  it  as  was  available  from  information 
which  was  accessible  at  the  time 

Some  ten  years  after  that  Professor  Elia  Lattes1  and  Pro- 
fessor F.  Ferrara2  threw  a  flood  of  light  on  the  question,  and  on 
early  banking  at  Venice,  by  publishing  a  series  of  documents 
from  the  Archives  of  the  Venetian  Senate,  of  which  Professor 
Charles  F.  Dunbar,  of  Harvard  University,  has  given  a  most 
interesting  account  in  the  Quarterly  Journal  of  Economics  for 
April,  1892,  from  which  we  extract  the  following  details — 

Banking  at  Venice,  like  all  banking  in  Italy,  originated  with 
the  camp&ores  in  the  llth  or  12th  century.  As  early  as  1270  it 
was  deemed  necessary  to  require  them  to  give  security  to  the 
Government.  It  is  not  shown  that  up  to  this  time  they  received 
mutua  from  private  persons.  But  soon  after  that  date  they 
began  to  do  so  :  and  in  an  Act  of  September,  1318,  it  was  pro- 
vided that  "  Bancherii  scripts "  should  give  security.  It  was 
therefore  recognised  that  at  this  period  they  received  muiua  from 
private  persons.  The  lancus  or  bancherius  scripts  meant  that 
payments  were  made  by  transferring  Credits  from  one  account  to 
another  as  modern  bankers  do.  This  transfer  of  Credits  was 
also  called  giro  :  as  we  have  shown,  it  was  a  Novation 

These  mutua  became  the  absolute  property  of  the  bankers, 
which  is  the  true  essence  of  banking  :  and  provided  that  they 
kept  sufficient  cash  in  reserve  to  meet  usual  demands,  they  were 
allowed  to  trade  with  the  rest  for  their  own  profit  in  any  way 
they  pleased.  Accordingly  they  employed  their  spare  cash  in 
mercantile  adventures.  They  were  in  fact  merchant  bankers  : 
the  most  pernicious  form  of  trading  :  and  this  was  no  doubt  the 
reason  why  so  few  of  them  escaped  failure.  In  1374  it  was 
attempted  to  prohibit  it,  but  the  Acts  had  little  effect,  and  were 
modified 

They  also  invested  their  spare  funds  in  Government  securities. 

But  as  far  as  we  can  ascertain,  they  did  not  invent  the  plan 
of  discounting  Mercantile  Bills  by  creating  Credits  in  their  books, 
termed  Deposits,  by  which  modern  bankers  are  enabled  to  create 
an  amount  of  Circulating  Credit  more  than  ten  times  the  amount 

1  La  Liberia  delle  Banche  a  Venezia  dal  secolo  xiii.  al  xvii.,  Milano,  1869 
*Archivio  Veneto,  1871.     Nuova  Antologia,  Jan.  &  Feb.,  1871 
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of  cash  they  keep  in  reserve,  thereby  in  fact  augmenting  the 
Capital  of  the  country.  As  far  as  we  are  at  present  informed, 
this  \vas  invented  by  the  goldsmith-bankers  of  London  during 
the  Civil  War,  as  we  shall  show  hereafter 

The  pernicious  habit  of  bankers,  who  are  liable  to  pay  larp- 
sums  of  money  on  demand,  investing  their  spare  funds  in  mer- 
chandise, the  returns  from  which  are  always  doubtful  and  uncer- 
tain, prevailed  for  centuries  at  Venice,  and  involved  them  in 
constant  difficulties.  During  the  14th,  15th,  and  16th  centuries 
numerous  Acts  were  passed  to  compel  bankers  to  pay  their 
creditors  cash  on  demand  :  and  they  were  forbidden  to  trade  in 
merchandise  :  but  such  were  wholly  ineffectual.  In  1526  it  was 
enacted  that  a  Credit  in  bank  should  be  accepted  as  payment, 
unless  an  express  contract  was  made  to  the  contrary.  It  was  also 
ordered  that  all  transfers  of  Credit  should  be  made  in  presence  of 
both  parties  :  which  shows  that  the  Venetians  at  that  time  did  not 
use  Cheques  as  the  Romans  did.  These  Credits  were  payable  in 
good  and  heavy  gold,  under  a  penalty  of  25  ducats  in  case  of 
refusal 

At  last,  in  1584,  the  failure  of  the  house  of  Pisani  and 
Tiepolo  for  500,000  ducats  convinced  the  Senate  that  the  whole 
system  of  private,  or  merchant,  banking  must  be  put  a  stop  to 

Tommaso  Contarini  made  a  speech  in  the  Senate  pointing  out 
its  inseparable  evils.  He  said  that  out  of  103  banking  firms  in 
Venice  96  had  failed,  and  only  7  were  solvent.  In  1584  the 
Senate  passed  an  Act  to  establish  a  Public  Bank  and  to  suppress 
private  bankers.  But  in  the  following  April  this  Act  was  repealed, 
in  consequence  of  the  opposition  to  it :  and  the  Republic  was 
left  for  three  years  without  any  bank,  private  or  public,  to  the 
great  injury  and  confusion  of  its  business 

At  last  in  1587  an  Act  was  passed  to  establish  a  Public  Bank  : 
it  was  called  the  Banco  di  Rialto,  or  sometimes  the  Banco  della 
Piazza 

This  wTas  a  pure  Bank  of  Deposit  under  the  management  of 
the  State.  It  was  a  Banco  di  serif  fa.  It  was  ordered  to  receive 
all  deposits  in  good  money,  which  it  was  to  repay  on  demand  : 
Credits  could  only  be  transferred  from  one  account  to  another  in 
the  presence  of  both  parties  :  or  by  the  written  order  of  the 

P  2 
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Creditor  to  the  Bank.  This  was  a  Draft,  and  not  a  Cheque, 
because  the  money  placed  there  did  not  belong  to  the  Bank,  but 
was  only  in  its  custody  for  safe  keeping 

In  1593  a  further  Act  provided  that  all  Bills  of  Exchange 
should  be  paid  by  transfers  of  Credit  only  :  i.e.,  by  Novation 

The  Governor  of  the  Bank  was  forbidden  under  heavy  penalties 
to  traffic  in,  use,  or  lend  any  of  the  money  deposited 

By  an  Act  of  1619,  the  Senate,  for  certain  reasons  detailed, 
founded  a  second  Bank  called  the  Banco  del  Giro,  on  similar 
principles,  and  it  was  this  Bank  which  became  the  famous  Bank 
of  Venice 

The  Banco  di  Rialto  continued  till  1637,  when  it  was  absorbed 
by  the  Banco  del  Giro.  The  Act  founding  it  is  given  by  Professor 
Dunbar 

All  the  public  creditors  were  inscribed  as  creditors  in  the 
books  of  the  Banco  del  Giro.  This  placed  it  in  difficulties  from 
the  very  beginning.  The  Government  paid  into  it  a  certain 
amount  of  cash  to  meet  its  liabilities,  and  promised  to  make 
further  payments  from  the  revenue.  This,  however,  was  not 
found  very  easy  to  do  :  and  fresh  liabilities  had  to  be  created 
to  meet  the  demands  upon  it.  Moreover,  it  was  shamelessly 
plundered  by  its  officials  :  and  it  had  to  be  reorganised 
in  1663.  The  Government  also,  during  the  war  of  Candia,  laid 
their  hands  upon  its  funds  :  and  it  suspended  payments  in  cash 
from  1717  to  1739.  In  1797  further  tamperings  with  its  funds 
had  taken  place  :  so  that  with  liabilities  of  1,500,000  ducats  it 
had  only  522,000  of  assets.  By  the  treaty  of  Campo  Formio,  in 
1797,  Yenice  was  handed  over  to  Austria.  The  Austrians  made 
some  feeble  attempts  to  restore  the  credit  of  the  Bank,  but  they 
could  not  resist  the  temptation  of  plundering  it  :  so  that  in  180i 
the  deficit  had  increased  to  1,230,000  ducats.  After  Austerlitz 
Venice  again  fell  into  the  power  of  France,  and  the  Bank,  being 
found  to  be  hopelessly  insolvent,  Napoleon,  in  July,  1806,  issued 
a  decree  for  its  liquidation 

On  the  Mechanism  of  Banking 
6.     Banks  of  the  nature  of  those  of  Venice,   Amsterdam, 
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Hamburg-,  and  others  founded  on  the  Currency  Principle  never 
existed  in  this  country.  And  we  must  now  explain  the  mechanism 
of  the  great  system  of  Banking — or  the  great  system  of  the 
commerce  in  Credits,  Debts,  or  Rights  of  action,  as  it  has  been 
carried  on  in  this  country 

It  was  during  the  great  civil  war,  as  we  have  explained  else- 
where, that  the  Goldsmiths  of  London  first  began  to  receive  the 
cash  of  the  merchants  and  country  gentlemen  for  safe  custody,  on 
condition  of  repaying  an  equal  sum  on  demand  :  and  to  discount 
Bills  of  Exchange  with  their  own  promissory  Notes  :  that  is, 
commenced  the  business  of  Banking 

Xow  this  money  was  not  placed  in  their  hands  to  be  locked 
away  in  their  cellars,  as  plate  and  jewelry  are  often  given  into 
the  custody  of  a  banker  for  mere  safe  custody  as  a  Deposituni : 
and  to  be  restored  in  specie.  The  Money  was  sold  to  the  banker 
to  become  his  actual  property,  according  to  the  well  understood 
custom  of  bankers  :  that  is,  it  was  a  Mutuum  or  a  Creditum  : 
and  to  be  restored  only  in  genere.  The  goldsmith-bankers  agreed 
not  only  to  repay  the  money  on  demand,  but  also  to  pay  six  per 
cent,  interest  upon  it.  Consequently,  in  order  to  make  a  profit, 
they  were  obliged  to  trade  with  it 


"We  must  now  explain  how  a  banker  makes  a  profit  by  the 
money  his  customers  sell  to  him 

Suppose  that  customers  pay  in  £10,000  to  their  accounts  : 
they  cede  the  absolute  property  in  the  money  to  the  banker  :  it 
is  a  Mutuum  or  Creditum.  The  banker  buys  the  Money  from 
his  customers  :  and  in  exchange  for  it  he  gives  them  an  equal 
amount  of  Credit  in  his  books  :  that  is,  he  creates  Rights  of 
action  against  himself  to  an  equal  amount  :  giving  his  customers 
the  right  to  demand  back  an  equal  amount  of  money  at  any  time 
they  please  :  and  also  the  right  to  transfer  their  Rights  of  action 
to  any  one  else  they  please  :  exactly  as  if  they  were  money  :  and 
the  banker  agrees  to  pay  the  Transferee  the  same  as  his  own 
customer 

This  Right  of  action,  Credit,  or  Debt,  entered  in  the  banker's 
books,  is  in  banking  language,  technically  termed  a  Deposit 
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After  such  an  operation  his  accounts  would  stand  thus — 


LIABILITIES 
Deposits  -     -     -     £10,000 


ASSETS 
Cash    -     -     -     -     £10,000 


Now  though  his  customers  have  Eights  of  action  against  the 
banker  to  demand  exactly  an  equal  sum  of  money  to  what  they 
have  paid  in  :  yet  persons  would  not  pay  money  to  their  banker 
if  they  meant  to  draw  it  out  immediately  :  just  as  no  one  would 
spend  all  the  money  he  has  at  once 

Nevertheless,  some  will  want  to  draw  out  part  of  their 
funds :  but  if  some  customers  want  to  draw  out  money, 
others  will,  probably,  pay  in  about  an  equal  sum.  Observation 
shows  that  in  ordinary  and  quiet  times  a  banker's  balance  will 
seldom  differ  by  more  than  one  thirty-sixth  part  from  day  to  day. 

The  banker's  cash  is,  therefore,  like  a  column  of  gold  with  a 
slight  ripple  on  the  surface  :  and  if  he  retains  one-tenth  in  cash 
to  meet  any  demands  which  may  be  made  upon  him,  that  is 
ample  and  abundant  in  all  ordinary  times 

If  then,  in  the  above  example,  the  banker  retains  £1,000  in 
cash  to  meet  any  demands  upon  him :  he  has  £9,000  to  trade 
with  and  make  a  profit  by  :  and  it  is  just  in  the  method  in  which 
bankers  trade  that  so  much  misconception  exists 

It  is  commonly  supposed  that  when  a  banker  has  the  £9,000 
to  trade  with,  he  employs  it  in  purchasing  Bills  of  Exchange  to 
that  amount :  and  that  he  receives  a  profit  only  on  the  £9,000  : 
but  that  is  a  complete  misconception  of  the  nature  of  Banking1 

A  "Banker"  never  buys  Bills  of  Exchange  with  Money: 
that  is  the  business  of  a  bill  discounter  :  or  a  money  lender 

The  way  in  which  a  "  Banker "  trades  is  this :  he  sees  that 
£1,000  in  cash  is  sufficient  to  support  £10,000  of  liabilities  in 
Credit :  consequently  he  argues  that  £10,000  in  cash  will  bear 
liabilities  to  several  times  that  amount  in  Credit 

One  of  the  most  eligible  methods  of  trading  for  a  banker  is  to 
buy,  or  discount,  good  commercial  bills.  And  he  buys  these  Bills 
exactly  in  the  same  way  as  he  bought  the  Cash  :  that  is  by 
creating  Credits  in  his  books  :  or  Debts :  or  Rights  of  action 
against  himself  to  the  amount  of  the  Bills — deducting  at  the 
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same  time  the  Interest  or  Profit  agreed  upon  :  which  is  called  the 
Discount 

A  "  Banker,"  therefore,  invariably  buys  a  Bill  of  Exchange 
with  his  own  Credit :  and  never  with  cash — exactly  in  the  same 
way  that  he  bought  the  cash.  That  is,  he  buys  a  Right  of  action 
payable  at  a  future  time  by  issuing  a  Right  of  action  payable  on 
djinand  :  and  this  Right  of  action,  or  Credit,  is  also  in  banking 
language  termed  a  Deposit :  as  the  Right  of  action  created  and 
issued  to  buy  the  cash 

Suppose  that  the  banker  buys  £40,000  of  Bills  of  Exchange 
at  three  months  :  and  that  the  agreed  upon  profit  is  4  per  cent.  : 
then  the  sum  to  be  retained  on  these  Bills  is  £400.  Conse- 
quently in  exchange  for  bills  to  the  amount  of  £40,000  he  would 
create  Credits,  Debts,  Rights  of  action — technically  termed 
Deposits — to  the  amount  of  £39,600 

Hence  just  after  discounting  these  Bills,  and  before  his 
customers  began  to  operate  upon  them,  his  accounts  would  stand 
thus — 


LIABILITIES. 
Deposits    -     -     -     -     £49,600 


£49,600 


ASSETS. 

Cash £10,000 

Bills  of  Exchange    - '      40,000 


£50,000 
Balance  of  Profit     -  400 


The  balance  of  £400  being  his  own  Property  or  Profit 

By  this  process  the  "Banker"  has  added  £39,600  in  Credit 

to  the  previously  existing  cash  :  and  his  Profit  is  clear  :  he  has 

not  gained  4  per  cent,  on  the  £9,000  in  cash  :  but  4  per  cent,  on 

the  £40,000  of  Bills  he  has  bought 

This  is  what  the  business  of  Banking  essentially  consists  in  : 

and  thus  the  correctness  of  the  definition  of  a  "  Banker  "  given 

above  is  manifest 

It  is  also  evident  that  a  Banker's  profits  depend  upon  the 

quantity  of  Credit  he  can  maintain  in  circulation  in  excess  of  the 

cash  he  holds  in  reserve 


594  THEORY  OF  CREDIT        [CHAP.  IX 

Thus  we  see  that  the  very  essence  and  nature  of  a  Bank  and  a 
Banker  is  to  create  and  issue  Credit  payable  on  demand :  and 
this  Credit  is  intended  to  Circulate  and  perform  all  the  functions 
of  Money 

A  Bank  is,  therefore,  not  an  office  for  "  borrowing "  and 
"  lending  "  Money  :  but  it  is  a  Manufactory  of  Credit :  as  Mr. 
Cazenove  well  said,  it  is  the  Banking  Credits  which  are  the 
Loanable  Capital  :  and  as  Bishop  Berkeley  said,  "  a  Bank  is  a 
Gold  Mine  " 

So  we  ought  not  to  speak  of  the  Money  Market  but  the  Credit 
Market 


On  the  Legal  Relation  between  Banker  and  Customer 

7.  It  must  be  carefully  observed  that  the  Legal  Relation 
between  Banker  and  Customer  is  simply  that  of  Debtor  and 
Creditor 

"When  a  customer  pays  in  money  to  his  account  with  his 
banker,  he  cedes  the  absolute  property  in  the  money  to  the 
banker  and  receives  in  exchange  for  it  a  Eight  of  action,  or 
Credit,  or  Debt,  to  demand  an  equivalent  sum  of  money  at  any 
time  he  pleases,  but  not  the  identical  money 

In  speaking  of  banking  it  is  too  often  implied  that  the  money 
placed  with  the  banker  still  belongs  to  the  customer.  But 
this  was  decisively  refuted  by  Lord  Chancellor  Cottenham1 

It  must,  therefore,  be  carefully  observed  that  a  Banker  in  no 
way  resembles  the  Treasurer  of  a  public  fund  :  or  a  solicitor  :  or 
a  money  scrivener :  who  are  only  Trustees  or  Bailees  of  the  money 
placed  with  them  by  their  clients.  If  a  banker  were  the  mere 
Trustee  of  the  money  placed  with  him,  he  would  have  no  right 
to  use  it  for  his  own  private  profit 

It  is  often  the  custom  of  persons  to  say  that  they  have  so 
much  money  at  their  banker's  :  but  such  an  expression  is  wholly 
erroneous  and  misleading  :  they  have  no  "  Money "  at  their 
bankers  :  they  have  nothing  but  an  abstract  Eight  of  faction 
to  demand  so  much  money  from  their  banker  :  which  they  give 
in  exchange  to  their  banker  for  money 

1  Foley  v.  Hill,  2  H.  L.  cases,  28 
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As  a  consequence  of  this  relation  between  Banker  and 
Customer,  if  a  customer  were  to  leave  a  balance  at  his  bankers 
for  six  years  without  operating  on  it,  or  receiving  interest  for  it, 
the  banker  might,  if  he  chose  to  be  so  dishonest,  refuse  to  pay  it 
under  the  Statute  of  Limitations  :  just  like  any  other  ordi nan- 
debt.  But  if  he  were  a  mere  Trustee  he  could  not  refuse  to  pay 
it  :  because  the  Statute  of  Limitations  does  not  apply  to  Trusts 

Another  consequence  of  this  relation  is  that  a  Cheque  is  a 
Bill  of  Exchange,  and  not  a  Draft.  It  is  an  Order  addressed  by 
a  Creditor  to  his  Debtor  :  and  not  one  addressed  to  his  Trustee 
or  Bailee.  To  call  a  Cheque  a  Draft  is  to  mistake  the  relation 
between  Banker  and  Customer 

On  the  Legal   Contract   between   Banker  and  Customer 

8.  It  has  been  shown  that  the  Legal  Eolation  between 
Banker  and  Customer  is  simply  that  of  Debtor  and  Creditor 

Nevertheless,  there  is  an  important  distinction  between  an 
ordinary  Debtor  and  a  Banker  Debtor 

At  Common  Law  an  ordinary  Debtor  is  not  bound  to  accept 
a  Bill  drawn  upon  him  by  his  Creditor  without  his  own  consent : 
even  though  he  admits  the  Debt  :  nor  if  the  Creditor  assigns  the 
Debt  is  he  bound  to  pay  the  Transferee.  The  Debtor  has  simply 
engaged  to  pay  his  Creditor  and  no  one  else.  Nor  has  the 
Transferee  any  right  of  action  against  him,  because  there  is  no 
privity  of  contract  between  the  Debtor  and  the  Transferee  :  and 
the  Creditor  has  no  power  to  stipulate  that  the  Debtor  shall  pay 
the  Transferee  :  unless  he  expressly  consents  to  do  so 

The  Transferee  can  only  sue  the  Debtor  under  the  name  of 
the  Transferor :  or  the  Transferor  can  sue  the  Debtor  as  the 
Trustee  of  the  Transferee 

If,  however,  the  Debtor  had  entered  into  an  Obligation  under 
seal  promising  to  pay  the  assignee  or  bearer  :  or  if  he  had 
accepted  a  Bill  payable  to  order,  or  to  bearer  :  then  the  Trans- 
feree might  sue  him  in  his  own  name  :  because  the  consent  of  the 
Debtor  had  created  a  privity  of  contract  between  himself  and  the 
Transferee 

But  the  case  of  a  Banker  Debtor  has  always  been  different. 
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When  persons  have  money  in  their  own  possession  they  can 
transfer  it  to  any  one  else  at  any  moment  they  please.  Persons 
therefore  would  not  place  their  money  with  bankers  unless  they 
had  exactly  the  same  facility  of  transferring  their  Right  of 
action  against  their  Banker  as  they  had  of  transferring  the 
Money  itself 

Consequently,  from  the  very  first  institution  of  Banking,  it 
was  always  the  fundamental  contract  that  the  customers  might 
either  demand  payment  themselves  from  their  bankers :  or  that 
they  might  transfer  their  Rights  of  action  made  payable  to  order  or 
to  bearer  or  to  any  one  else  as  freely  as  their  money  :  and  the 
bankers  agreed  to  pay  the  transferee  as  readily  as  their  own 
customers 

By  the  very  nature,  therefore,  of  the  Consensual  Contract 
termed  the  Custom  of  Bankers,  a  banker  having  funds  of  his 
customer  is  in  the  position  of  an  ordinary  Debtor  who  has 
accepted  a  bill  payable  to  order  or  to  bearer 

Hence,  while  the  simple  admission  of  funds  by  an  ordinary 
Debtor  in  no  way  compels  him  to  accept  or  to  pay  a  bill  drawn 
upon  him  without  his  own  consent,  the  simple  admission  of  the 
possession  of  funds  by  a  banker  operates,  ipso  facto,  as  a  legal, 
acceptance  of  any  Bills  or  Cheques  drawn  upon  him  by  his 
customer  :  and  gives  the  holder  of  them  a  Right  of  action  against 
him 

It  was  long  an  opinion  of  the  Bar  that  the  holder  of  a  Cheque 
had  no  action  against  the  banker,  even  though  he  possessed  funds 
of  his  customer,  because  he  had  not  accepted  the  Cheque 

But  in  the  work  I  did  for  the  Law  Digest  Commission,  I 
established  that  the  true  doctrine  of  the  Common  Law  is  that 
when  a  person  either  orally  or  in  writing,  whether  under  seal  or 
not,  issues  a  Right  of  action  transferable  to  order  or  to  bearer,  he 
is  liable  to  an  action  by  the  Transferee.  And  this  doctrine 
received  the  unanimous  assent  of  the  Commissioners:  and  was 
afterwards  unanimously  affirmed  by  the  Court  of  Exchequer 
Chamber  in  the  great  case  of  Goodwin  v.  Robarts 

When,  therefore,  it  was  held  at  the  bar  and  in  the  text-books 
of  Mercantile  Law  that  the  holder  of  a  cheque  had  no  action 
against  a  banker,  the  radical  difference  between  an  ordinary 
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Debtor  and  a  Banker  Debtor  was  overlooked.  By  the  funda- 
mental contract  between  banker  and  customer,  the  banker  has 
given  his  consent  that  the  customer  may  transfer  his  IJi^ht  of 
action  to  any  one  he  pleases  :  and  this  is  further  evidenced  by 
the  very  form  of  the  Cheques  delivered  to  him,  which  are 
expressly  made  payable  to  order,  or  to  bearer.  Consequently,  if 
the  holder  of  the  Cheque  can  prove  that  the  banker  has  funds  of 
his  customer,  he  has  an  action  against  him 

Martin,  B.,  said1 — "  A  banker  is  in  the  position  of  a  person 
having  in  his  hands  the  money  of  another  (?)  which  he  is  at  any 
moment  liable  to  pay  :  and  the  Courts  have  grasped  at  that  to 
make  a  contract  between  the  banker,  his  customer  and  a  third 
party,  for  the  payment  of  the  money  to  the  latter  operates  as  a 
transfer  of  the  money,  so  that  an  action  for  money  had  and 
received  can  be  maintained  for  it " 

The  fact  is  it  is  not  the  Courts  which  have  made  the  contract: 
they  only  enforce  the  fundamental  contract  which  has  already 
been  made  between  the  banker  and  his  customer  :  which  the 
decision  in  Goodwin  v.  Robarts  has  declared  to  be  a  perfectly 
legal  one 

It  must  therefore  be  understood  that  a  Banker's  Note  and  a 
Cheque  drawn  on  him  by  a  customer  who  has  funds  at  his  Credit, 
are  in  all  respects  identical  instruments 

This  point,  however,  has  less  importance  now,  because  by  the 
Supreme  Court  of  Judicature  Act,  the  rules  of  equity  are  now 
established  as  Law  :  and  the  holder  of  a  Cheque  could  always  sue 
a  banker  in  Equity,  if  he  could  prove  that  the  banker  held 
sufficient  funds  of  his  customer  to  meet  the  Cheque :  which 
completely  settles  and  determines  any  doubt  that  there  might 
previously  have  been  on  the  subject 

On  the  meaning  of  Deposit  in  the  Technical  Language  of 
Modern  Banking 

9.  The  word  Dfjwsitum  is  one  of  that  class  of  Latin  words 
of  which  we  have  seen  several  instances  already,  which  in  classical 
Latin  meant  a  material  thing,  but  which  in  modern  times  has 
come  to  mean  only  an  Abstract  Right 

^Liversidge  v.  Broadbent,  (4  H.  &  N.  Q.  2) 
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A  Depositum  in  Roman  Law  means  anything  which  is  placed 
in  the  gratuitous  charge  or  custody  of  some  person  for  the  sole 
purpose  of  safe  keeping  :  without  the  property  in  it  passing  to 
him  :  or  his  being  allowed  to  use  it  in  any  way  for  his  own 
advantage :  or  even  being  allowed  to  retain  it  as  a  security  for  a 
debt  due  to  him 

It  is  part  of  the  duty  of  a  London  banker  to  take  charge  of 
his  customer's  plate,  jewelry,  and  securities,  if  required  to  do  so. 
This  plate,  jewelry,  and  securities  so  committed  to  their  charge 
for  safe  custody  is  what  in  Roman  Law  is  called  a  Depositum 

The  banker  acquires  no  property  in  such  a  Depositum :  he  can 
make  no  use  of  it  for  his  own  advantage :  he  receives  no 
remuneration  for  keeping  it :  and  he  has  no  lien  on  it  if  his 
customer  becames  indebted  to  him 

So  if  a  customer  tied  up  a  sum  of  money  in  a  bag  and  placed 
it  in  the  custody  of  his  banker  it  would  be  a  Depositum  :  and  the 
banker  would  be  bound  to  redeliver  the  specific  bag  of  money  to 
him  on  demand,  untouched.  It  is  said  that  in  the  present  crisis 
in  America,  numbers  of  customers  withdrew  their  balances  from 
their  current  accounts,  tied  them  up  in  bags  and  redelivered  them 
to  their  bankers  to  keep  for  them  as  Deposita :  and  then  of 
course  the  bankers  could  not  touch  them1 

It  is  almost  universally  supposed  by  lay  writers  that  when  a 
customer  pays  in  money  to  his  account  with  his  banker,  it  is  a 
Deposit :  and  that  the  "  Deposits  "  of  a  bank  are  the  cash  held  in 
reserve.  This,  however,  is  a  pure  delusion 

When  a  customer  in  the  ordinary  ways  pays  in  money  to  his 
account  with  a  banker,  he  loses  all  property  in  it :  the  banker 
acquires  the  absolute  property  in  it  to  use  for  his  own  advantage  : 
such  money,  therefore,  is  not  a  Depositum  :  it  is  a  Mutuum,  or  a 
Creditum 

If  the  money  so  paid  in  were  a  Depositum,  it  would  mean  that 
the  banker  acquired  no  property  in  it :  that  the  property  in  it 
remained  with  the  customer  who  placed  it  in  his  banker's  hands 
for  pure  safekeeping  :  and  that  he  could  demand  back  that 
specific  sum  of  money  at  any  time  he  pleased.  But  every  person 
who  thinks  knows  that  such  ideas  are  erroneous 

1  It  has  been  stated  that  during  the  crisis  of  1893,  £80,000,000  in  gold  were 
withdrawn  from  the  bankers  as  Credita,  and  replaced  with  them  as  Deposita 
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In  exchange  for  the  money  the  banker  makes  an  entry  of  an 
equal  sum  in  Credit  in  favour  of  his  customer  :  that  is,  he  issues 
a  Right  of  action  to  him.  And  it  is  this  entry  of  a  Credit  or 
Eight  of  action  in  his  customer's  favor  which  in  the  technical 
language  of  modern  banking  is  termed  a  Deposit :  that  is,  he 
buys  the  money  by  creating  a  Deposit 

So  when  a  banker  discounts  a  Bill  for  a  customer  he  buys  a 
Right  of  action  from  him  exactly  in  the  same  way  as  he  bought 
the  money.  He  creates  a  Credit  in  his  books  in  his  favour  :  or 
he  issues  a  Right  of  action  to  him.  This  Credit,  or  Right  of 
action,  is  the  Price  the  banker  pays  for  the  Bill.  And  this  Credit 
or  Right  of  action  created  to  purchase  the  Bill  is  termed  a 
Deposit,  equally  as  the  Right  of  action  created  to  purchase  the 
money.  The  Money  and  the  Bills  are  the  banker's  Assets.  The 
Deposits  are  the  Rights  of  action  he  has  created  to  purchase  his 
Assets.  Every  advance  a  banker  makes  is  done  by  creating  a 
Deposit.  His  Depositors  are  those  persons  who  have  Rights  of 
action  against  him  to  pay  money,  or  his  Creditors.  A  Deposit 
is  simply  a  Banking  Credit 

In  Banking  Language  a  Deposit  and  an  Issue  are  the  same 

10.  It  must  therefore  be  observed  that  in  the  technical 
language  of  modern  banking  a  Deposit  and  an  Issue  are  the 
same  thing.  A  Deposit  is  simply  a  Credit  in  a  banker's  books. 
It  is  the  evidence  of  the  Right  of  action  which  a  customer  has  to 
demand  a  sum  of  money  from  the  banker.  As  soon  as  the 
banker  has  created  a  Credit,  or  Deposit,  in  his  books  in  favor  of  a 
customer  he  has  Issued  to  him  a  Right  of  action  against  himself. 

The  word  Issue  comes  from  Exitus,  a  going  forth :  and  in 
Mercantile  Law  to  issue  an  Instrument  is  to  deliver  it  to  any  one 
so  as  to  give  him  a  Right  of  action  against  the  deliverer  or 
issuer 

It  in  no  way  increases  the  banker's  liability  to  write  down 
this  Credit,  or  Deposit,  on  paper  in  the  form  of  a  Bank  Note  or 
Cheque.  Such  documents  are  only  made  after  the  Credit,  or 
Deposit,  has  been  created  :  and  their  sole  purpose  is  to  facilitate 
the  transfer  of  the  Credit  or  Deposit  to  some  one  else 
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Now  as  every  advance  a  banker  makes  is  by  issuing  a  Right 
of  action  against  himself  to  his  customer  :  and  as  a  banker  has 
an  unlimited  Right  of  buying  any  amount  of  Debts  or  Obliga- 
tions from  his  customers  which  he  thinks  prudent,  every  banker 
has  the  Right  of  Unlimited  Issue 

Bank  Notes  and  Cheques,  then,  do  not  increase  a  banker's 
liability.  The  liability  is  created  as  soon  as  the  banker  has 
entered  the  amount  to  his  customer's  Credit  in  his  books.  The 
Note,  or  Cheque,  is  merely  a  convenient  method  of  transferring 
from  hand  to  hand  the  pre-created  liability  which  has  already 
been  issued 

Deposits,  then,  instead  of  being  so  much  Cash,  as  is  so 
commonly  supposed,  are  nothing  but  [the  Credits,  or  Rights  of 
action,  the  banker  has  created  as  the  Price  to  purchase  the  Cash 
and  Bills,  which  figure  on  the  other  side  of  the  account  as  his 
Assets.  A  sudden  increase  of  Deposits  is,  therefore,  nothing 
more  than  an  inflation  of  Credit,  exactly  similar  to  a  sudden 
increase  of  Bank  Notes.  Deposits  are  nothing  but  Bank  Notes 
in  disguise 

As  this  error  regarding  the  meaning  of  the  word  Deposit  is 
almost  universal  among  writers  and  speakers  on  Banking,  we 
may  cite  one  conspicuous  example  of  it 

Mr.  John  Torr,  a  Liverpool  merchant,  was  questioned  by 
Mr.  Wilson  before  the  Committee  of  the  House  of  Commons  on 
the  Monetary  Panic  in  1858 

Q.  4939. — "  I  believe  I  am  correct  in  the  fact  that  all  the 
transactions  of  the  Banks  in  New  York  are  published  periodically, 
and  at  very  short  intervals,  by  the  banking  department  ? — I 
believe  they  are  published  weekly  " 

Q.  4940. — "  These  accounts  as  they  are  published,  show  the 
circulation  of  notes,  the  amount  of  specie  held  by  the  banks,  the 
amount  of  advances  made  by  the  banks,  and  all  the  items  in 
great  detail,  do  they  not  ? — They  do" 

Q.  4941. — "  Are  you  aware  that,  during  the  last  two  or  three 
years,  while  the  circulation  of  notes  had  not  increased  at  all,  or 
had  increased  to  the  very  smallest  possible  amount,  the  amount 
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of  advances,  as  shown  by  these  amounts,  had,  as  you  have  re! 
to,  increased  to  a  very  enormous  amount  ? — Yes  :  I  must  apologise 
for  the   answer  I  iravi- :  I  meant  the  advances   when    I   said  the 
Notes  :  I  meant  the  liability  of    the  bank  from  its  advances 
made  on  securities" 

Q.  4942.— Chairman  (J/r.  Car  dwell  ^— "  The  mere  act  of 
making  an  advance  does  not  render  a  person  liable  :  of  course  the 
liability  is  the  other  way  ? — Yes  " 

Q.  4943. — "  Will  you  trace  the  process  by  which  the  banks 
increased  their  own  liabilities  by  making  advances  to  others  ? — 
Looking  at  the  securities  which  they  held  from  other  parties,  by 
making  advances  to  a  number  of  merchants  to  a  larger  amount 
than  usual,  they  felt  that  the  indebtedness  of  these  parties  to 
them  was  more  than  prudent " 

Q.  4944.— Mr.  Wilson.—"  Do  you  think  that  the  banks  had 
made  undue  and  imprudent  advances  in  the  loan  of  their  Capital 
and  Deposits  ? — I  apprehend  that  they  thought  so  .  .  ." 

Q.  4947. — "  But  it  would  be  either  from  Deposits  or  Capital 
that  increased  advances  could  be  made  by  the  banks  ? — Certainly  " 

Q.  4948. — Therefore,  if  you  are  aware  that  increased  ad- 
vances were  made  to  a  large  extent,  it  must  have  been  either  from 
an  increase  of  subscribed  Capital,  or  from  an  increase  of  Deposits  ? 
— Yes  :  I  apprehend  so  " 

Mr.  Cardwell  and  Mr.  Wilson  were  considered  to  be  among 
the  ablest  financiers  of  their  day,  and  yet  neither  of  them  had  the 
least  knowledge  of  the  true  nature  and  effects  of  banking.  Mr.  Tori- 
had  a  perception  of  the  real  nature  of  it :  for  he  says  that  the 
banks  had  increased  their  liabilities  by  their  advances.  But  he 
held  his  knowledge  so  loosely,  that  he  was  easily  shaken  out  of  his 
ideas,  and  gave  in  to  Mr.  Cardwell  and  Mr.  Wilson.  Xeither  of 
these  gentlemen  had  the  least  idea  of  the  true  nature  of  banking: 
because  banks  make  all  their  advances  by  creating  and  increasing 
their  liabilities.  This,  however,  seemed  a  paradox  to  Mr.  Cardwell, 
who  sneeringly  asked  the  witness  to  explain  how  banks  increased 
their  own  liabilities  by  making  advances  to  others.  Mr.  Wilson 
asked  him  if  the  banks  made  imprudent  advances  out  of  their 
Capital  and  Deposits.  Now  banks  have  no  Deposits  in  the 
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juridical  meaning  of  the  term :  what  they  have  are  Mutua  :  but 
they  make  all  advances  by  creating  Deposits,  i.e.,  Credits  in  their 
books:  and  thus  all  banks  ma&e  advances  by  increasing  their 
Liabilities  which  was  so  sore  a  puzzle  to  Mr.  Cardwell 

This  misconception  of  the  meaning  of  the  word  Deposit  leads 
to  a  somewhat  amusing  error  which  is  usually  seen  in  the  news- 
papers every  half-year,  after  the  Joint-Stock  Banks  publish  their 
accounts.  Many  papers  give  summaries  of  the  accounts  of  the 
Banks,  which  show  that  they  have  about  £800,000,000  of 
Deposits  :  and  these  innocent  writers  evidently  consider  that 
these  are  Deposits  of  cash :  and  hold  up  their  hands  in  astonish- 
ment at  the  vast  quantity  of  Cash  the  Banks  hold.  Now  as  no 
one  supposes  that  there  are  more  than  £90,000,000  in  gold  coin 
in  the  country,  it  would  somewhat  puzzle  these  ingenious  gentle- 
men to  explain  how  there  can  be  £800,000,000  of  cash  in  the 
Banks.  But  any  one  conversant  with  banking  would  tell  them 
that  these  £800,000,000  are  not  Deposits  of  Cash,  but  they  are 
merely  creations  of  Credit,  and  are  nothing  more  than  Bank 
Notes  in  disguise 

On  the  Method  of  Utilising  Banking  Credits 

11.  The  banker,  then,  having  issued  these  Credits,  Deposits, 
or  Eights  of  action  against  himself,  to  his  customers,  they  cannot, 
of  course,  transfer  them  by  manual  delivery  in  that  form  to  any 
one  else.  In  order  to  be  capable  of  manual  delivery  they  mubt 
be  recorded  on  paper  or  some  other  material 

And  this  might  be  done  in  two  forms — 

1.  The  banker  might  give  his  customer  his  own  Promissory 
Notes,  promising  to  pay  a  certain  sum  to  his  customer,  or  to  his 
order,  or  to  bearer  on  demand 

2.  The  customer  might  write  a  Note  to  his  banker  directing 
him  to  pay  a  certain  sum  to  a  certain  person,  or  to  his  order,  or 
to  bearer  on  demand.     These  orders  were  formerly  called  Cash 
Notes :  but  they  are  now  termed  Cheques 

These  paper  documents  do  not  create  new  liabilities :  they 
merely  record  on  paper  the  Credits,  Debts,  or  Deposits  which  have 
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already  been  created  in  the  banker's  books :  and  their  sole  use  is- 
to  facilitate  the  transfer  of  these  Rights  of  action  to  other 
persons 

There  is  one  juridical  distinction  between  Bank  Notes  and 
Cheques.  A  Bank  Note  is  the  absolute  obligation  of  the  banker 
to  pay  it :  a  Cheque  is  only  the  contingent  obligation  of  the 
banker  to  pay  it,  provided  that  the  customer  has  sufficient  credit 
on  his  account  to  pay  it.  If,  however,  he  has,  then  the  obliga- 
tion of  the  banker  is  absolute.  The  holder  of  a  Cheque  with 
funds  to  meet  it  on  the  drawer's  account  has  the  same  Right  of 
action  against  the  banker,  as  upon  one  of  his  own  Notes.  So  far 
as  regards  Economics,  Bank  Notes  and  Cheques  are  absolutely 
identical.  They  are  both  equally  Circulating  Medium,  or 
Currency 

Bankers'  Notes  were  at  first  merely  written  on  paper  like  any 
other  promissory  notes,  and  they  were  for  any  sums  the  customer 
might  require.  In  1729  Child  and  Co.  introduced  the  practice  of 
having  their  Notes  partly  printed  and  partly  written  like  a  modern 
Cheque.  They  were  not  like  modern  bankers'  notes  for  fixed 
definite  sums :  but  like  modern  cheques  for  any  sum  that  might 
be  required 

London  bankers  appear  to  have  issued  their  own  notes  till 
about  1793  :  when  perhaps  the  panic  of  that  year  may  have 
showji  them  the  danger  of  having  large  amounts  of  their  notes  in 
the  hands  of  the  public  :  which  their  enemies  might  collect  and 
present  for  payment.  In  1793  they  discontinued  issuing  notes  of 
their  own  accord  :  but  they  were  never  forbidden  to  do  so  until 
the  Bank  Act  of  ISU 

Most  erroneous  conclusions  have  been  drawn  from  the  fact  of 
the  London  bankers  having  voluntarily  discontinued  issuing  their 
own  notes.  Lay  writers,  who  know  nothing  of  the  mechanism  of 
banking,  have  asserted  that  the  London  banks  are  like  the  Banks 
of  Venice,  Amsterdam,  &c.,  pure  banks  of  Deposit  :  that  they  do 
not  create  Credit :  and  that  their  whole  business  is  to  "  lend  " 
out  the  money  they  "borrow"  from  their  customers.  All  such 
ideas  are,  however,  pure  delusions.  Bankers  now,  as  ever,  make 
all  their  advances  by  creating  Credits,  or  Deposits,  in  their  books. 
But  instead  of  giving  their  customers  two  methods  of  circulating 
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these  Credits  by  means  of  Notes  or  Cheques,  they  are  now  re- 
stricted to  one  method — Cheques.  But  whether  a  Bank  Credit  is 
circulated  by  means  of  a  Note  or  a  Cheque  makes  no  possible 
difference  in  Economics 

Nevertheless,  the  discontinuance  of  issuing  Notes  by  the 
London  bankers  has  had  one  immensely  important  practical 
consequence  which  nobody  ever  foresaw.  After  it  was  shown  by 
an  experience  of  thirty  years  that  banking  could  be  carried  on  in 
London  without  issuing  notes,  same  lynx-eyed  Economists  began 
to  scrutinize  the  privileges  of  the  Bank  of  England:  and  they 
maintained  that  its  monopoly  was  restricted  to  the  power  of 
issuing  notes:  and  that  Joint  Stock  Banks  might  be  founded 
which,  like  the  private  banks,  did  not  issue  notes  :  which  would 
be  no  violation  of  the  privileges  of  the  Bank.  This  view  was 
found  to  be  correct :  and  the  result  was  the  formation  of  the 
London  Joint  Stock  Banks  :  as  will  be  more  fully  described 
hereafter 

The  Bank  Charter  Act  of  1844  allowed  the  Banks  which  were 
then  issuing  notes  to  continue  to  do  so  to  a  certain  limited 
amount :  but  forbade  any  new  bank  to  commence  doing  so.  A 
considerable  number  of  the  banks  which  issued  notes  in  1844  have 
disappeared,  and  the  notes  of  private  banks  have  diminished  by 
several  millions.  Many  ill-informed  writers  have  drawn  the 
conclusion  from  this  circumstance  that  the  currency  of  the 
country  has  been  diminished  by  so  much.  This,  however,  is  a 
pure  delusion.  The  system  of  banking  has  enormously  increased 
since  then,  and  the  amount  of  Banking  Credits  has  increased  by 
scores  of  millions  :  and  these  increased  Banking  Credits  being 
circulated  by  Cheques  are  Currency  in  exactly  the  same  way  as 
Notes 

Operations  ~by  means  of  Notes  and  Cheques 

When,  therefore,  a  banker  has  created  a  Credit,  or  Deposit, 
in  favor  of  his  customer,  he  can  put  this  Credit  into  circulation 
either  by  means  of  the  banker's  own  Note,  or  by  means  of  a 
Cheque  :  and  when  he  does  so,  the  following  different  results 
may  take  place — 
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1.  The  customer  himself,  or  the  holder  of  the  Note  or 
Cheque,  may  demand  payment  of  it  :  if  they  do  so,  the  banker's 
liability  is  extinguished.  It  is  a  resale  of  money  to  the  holder  of 
the  Note  or  Cheque  :  and  the  banker  buys  up  the  Right  of 
action  against  himself 

'2.  The  Note  or  Cheque  may  circulate  in  commerce,  and 
effect  any  number  of  transfers  of  commodities  or  payments 
exactly  like  an  equal  sum  of  money  :  and  it  may  ultimately  fall 
into  the  hands  of  a  customer  of  the  same  bank,  who  pays  it  into 
his  own  account,  and  the  whole  series  of  transactions  is  finally 
closed  by  the  mere  transfer  of  Credit  from  the  account  of  the 
drawer  to  that  of  the  holder,  without  the  necessity  of  any  coin 

3.  The  Note  or  Cheque  may,  after  performing  a  similar 
series  of  operations,  fall  into  the  hands  of  a  customer  of  another 
bank.  So  the  banker  becomes  debtor  to  the  customer  of  another 
bank 

But  if  the  bank  A  becomes  debtor  to  the  customers  of  bank 
B,  the  chances  are  that  about  an  equal  number  of  the  customers 
of  bank  A  will  have  about  equal  claims  against  bank  B.  If  the 
mutual  claims  of  the  customers  of  each  bank  are  exactly  equal, 
the  respective  documents  are  interchanged,  and  the  Credits  are 
re-adjusted  among  the  accounts  of  the  different  customers  without 
any  payment  in  money.  Thus,  if  the  mutual  claims  among  any 
number  of  bankers  exactly  balanced,  any  amount  of  Credits, 
however  large,  might  be  settled  without  the  use  of  a  single  coin 

Formerly,  if  the  mutual  claims  did  not  balance,  the  differences 
only  used  to  be  paid  in  Money  or  Bank  Notes.  But  now,  by  an 
ingenious  arrangement  of  the  Clearing  House,  which  will  be 
described  shortly,  the  use  of  Coin  and  Bank  Notes  is  entirely 
dispensed  with :  and  all  the  banks  which  join  in  the  clearing  aro 
really  and  practically  formed  into  one  huge  banking  institution 
for  the  purpose  of  transferring  Credits  among  each  other  :  just  as 
Credits  are  usually  transferred  from  one  account  to  another  in 
the  same  bank :  without  a  single  coin  being  required 

Error  of  the  Common  Description  of  Banking 

12.  From  the  preceding  account  of  the  actual  mechanism  of 
Banking,  it  will  be  seen  what  a  complete  misconception  of  its 

Q  2 
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nature  it  is  to  say  that  bankers  are  merely  agents  or  inter- 
mediaries between  persons  who  wish  to  lend  and  those  who  wish 
to  borrow 

This  is  entirely  untrue  in  the  ordinary  sense  of  "  lending  'y 
and  "  borrowing  :  "  because  in  the  ordinary  sense  of  "  lending" 
the  "  lender  "  deprives  himself  of  the  use  of  the  thing  "  lent " 

But  when  a  person  pays  in  money  to  his  banker,  he  has  no 
intention  of  depriving  himself  of  the  use  of  it.  On  the  contrary, 
lie  means  to  have  the  same  free  command  of  it  as  if  he  had  it  in 
his  own  house.  The  customer,  therefore,  "  lends "  his  money 
to  his  banker,  but  at  the  same  time  has  the  free  use  of  it.  The 
banker  employs  that  money  in  promoting  trade.  Upon  the 
strength  of  having  acquired  it  he  buys  Debts  with  his  promises 
to  pay  several  times  exceeding  the  amount  of  money  he  possesses  : 
and  the  persons  who  sell  him  their  Debts  have  the  free  use  of  the 
very  same  coin  which  the  "  lenders  "  have  the  very  same  right  to 
demand.  Thus  the  "  lenders  "  and  the  "  borrowers  "  have  the 
same  rights  to  demand  the  same  coin  at  the  same  time.  And  all 
banking  depends  on  the  calculation  that  only  a  certain  portion  of 
each  set  of  customers  will  demand  the  actual  cash  :  but  that  the 
majority  will  be  satisfied  with  the  mere  promise  to  pay,  or  the 
Credit 

The  whole  of  this  mystery  and  confusion  is  cleared  away  by 
simply  observing  that  a  Bank  is  merely  a  shop  for  the  sale  of 
Credit :  and  the  quantity  of  Credit  which  a  Bank  can  create  is 
determined  by  the  ratio  of  the  Demand  for  payment  in  money 
compared  to  the  total  quantity  of  Credit  created 

Banking  entirely  depends  on  the  doctrine  of  chances  :  it  is  a 
species  of  insurance  :  it  is  practically  possible  that  a  banker  may 
be  called  upon  to  pay  all  his  liabilities  on  demand  at  once  :  just 
as  it  is  theoretically  possible  that  all  the  lives  insured  in  an  office 
may  drop  at  the  same  instant  :  and  it  is  theoretically  possible 
that  all  the  houses  insured  in  an  office  may  be  burned  down  at 
the  same  instant 

A  large  and  sudden  demand  for  money  on  a  Bank  is  termed  a 
Run :  and  a  Run  upon  a  Bank  is  analogous  to  a  pestilence  or 
a  conflagration  to  an  Insurance  Office.  But  all  Insurance  and 
Banking  is  based  upon  the  expectation  that  these  contingencies 


§  12,  13]  NOTIONS    ON    BANKING  607 

will  not  happen.  A  banker  multiplies  his  liabilities  to  pay  on 
demand,  and  keeps  by  him  a  sufficient  amount  of  cash  to  insure 
the  immediate  payment  of  all  claims  which  are  likely  to  be 
demanded  at  one  time.  If  pressure  comes  upon  him  he  must  sell 
some  of  the  securities  he  has  bought,  or  borrow  money  upon 
them 

Contrast  let-ween  the  Common  Notions  about  Banking  and  the 

Reality 

13.  Having  now  given  an  exposition  of  the  actual  facts  and 
mechanism  of  Banking,  it  will  be  as  well  to  contrast  the  Common 
Notions  respecting  it  and  the  Reality 

I.  It  is  commonly  supposed  that  Bankers  are   dealers   in 
Money  only,  that  they  borrow  Money  from  one  set  of  persons  and 
lend  it  to  another  set  of  persons 

The  fact  is  that  Bankers  are  not  dealers  in  Money :  they 
never  lend  Money.  The  sole  function  of  a  Banker  is  to  create 
and  issue  Credit :  and  to  buy  Money  and  Debts  by  creating  and 
issuing  other  Debts  in  exchange  for  them 

II.  It  is  commonly  supposed  that  Bankers  act  only  as  agents 
or  intermediaries  between  persons  who  want  to  lend  and  those  who 
want  to  borrow 

Bankers  never  act  as  agents  between  persons  who  want  to  lend 
and  those  who  want  to  borrow.  Bankers  buy  money  from  some 
persons  :  and  Rights  of  action  from  others  :  exclusively  with  their 
own  Credit  :  or  by  creating  and  issuing  Rights  of  action  against 
themselves 

III.  It  is  commonly  supposed  that  a  Banker's  profit  consists 
in  the  difference  between  the  interest  he  pays  for  the  Money  he 
borrows  and  the  Interest  he  charges  for  the  Money  he  lends 

The  fact  is  that  a  Banker's  profit  consists  exclusively  in  the 
profit  he  can  make  by  creating  and  issuing  Credit  in  excess  of  the 
specie  he  holds  in  reserve 

Xo  Bank  which  issues  Credit  only  in  exchange  for  Money  ever 
did,  or  by  any  possibility  could,  make  profit.  It  only  begins  to 
make  profit  when  it  creates  and  issues  Credit  in  excess  of  the 
Credit  it  creates  in  exchange  for  Money  :  when  it  begins  to  buy 
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Debts  payable  at  a  future  time,  for  which  it  charges  a  Discount ; 
which,  according  to  Mill,  as  we  shall  presently  see,  is  robbery  ! 

And  the  whole  of  a  Banker's  profit  consists  in  the  quantity  of 
Debts  he  can  purchase  with  his  own  Credit 

How  Credit  is  Capital  to  a  Banker 

14.     It  is  now  seen  how  Credit  is  Capital  to  a  Banker 

For  what  is  the  commodity  which  a  Banker  deals  in  and 
makes  a  profit  by  ?  He  opens  his  place  of  business  and  has  an 
array  of  clerks  with  their  desks,  ledgers,  &c.  He  then  gives 
notice  that  he  is  ready  to  buy  gold  from  any  one  who  has  it  to 
sell.  And  what  is  the  commodity  with  which  he  buys  the  gold, 
what  does  he  give  in  exchange  for  it  ?  His  own  Credit.  The 
commodity  he  gives  in  exchange  for  the  gold  is  a  Eight  of  action 
to  pay  an  equivalent  of  gold  on  demand,  i.e.,  his  own  Credit 

He  then  gives  notice  that  he  is  ready  to  buy  good  Commercial 
Debts — which  are  Credits  or  Rights  of  action — which  any  one 
has  got  to  sell.  And  what  does  he  buy  these  Credits,  Debts,  or 
Rights  of  action  with  ?  Again  with  nothing  but  his  own  Credit 
— with  Rights  of  action  against  himself.  His  own  Credit  is  the 
commodity  with  which  he  buys  these  other  Credits 

The  banker  charges  exactly  the  same  price  for  his  Credit  as 
if  it  were  Money.  The  only  Commodity  the  banker  has  to  sell 
is  his  own  Credit — for  which  he  charges  exactly  the  same  price 
as  if  it  were  Money.  Hence  he  makes  exactly  the  same  Profit 
by  selling  his  Credit  as  if  he  were  selling  Money 

Now,  as  we  have  seen,  Anything  which  gives  a  Profit  is 
Capital.  Hence,  as  a  banker's  Credit  produces  him  exactly  the 
same  Profit  as  Money  would,  it  is  evident  that  his  Credit  is 
Capital  to  him  just  as  much  as  Money  is 

Again  Credits,  Debts,  or  Rights  of  action  are  Goods,  Chattels, 
Commodities,  Merchandise 

Now  under  the  term  Circulating  Capital  Smith  expressly 
includes  the  Goods  or  Commodities  in  shops.  The  trader  buys 
them  at  a  lower  price  from  one  person  and  sells  them  at  a  higher 
price  to  another  person  :  and  so  makes  a  Profit  by  them :  and 
thus  the  Goods  in  the  shop  are  Capital  to  him 
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And  Adam  Smith  expressly  includes  Bank  Notes  or  Banking 
Credits  and  Bills  of  Exchange  under  the  term  Circulating 
Capital 

So  a  banker  buys  the  Goods  or  Commodities  termed  Credits, 
Debts,  or  Rights  of  action  from  one  person,  his  own  customer, 
and  sells  them  at  a  higher  price  to  another  person,  namely  the 
Acceptor  or  Debtor.  The  Debt  the  banker  buys  is  increasing 
in  value  every  day  from  the  time  he  buys  it  until  it  is  paid  off. 
These  Goods  or  Commodities  termed  Debts  in  the  portfolio  of  a 
banker  produce  him  a  Profit  just  in  the  same  way  as  the 
goods,  commodities  or  merchandise  in  the  shop  produce  profits 
to  the  trader 

Hence  the  Bills  in  the  portfolio  of  a  banker  are  Circulating 
Capital  exactly  in  the  same  way  as  the  goods,  commodities  or 
merchandise  in  the  shop  of  a  trader  are  Circulating  Capital 

On  the  Caution  necessary  in  applying  Mathematics  to  Economics 

15.  "We  now  see  how  necessary  caution  is  in  applying  Mathe- 
matics to  Economics  :  and  how  necessary  it  is  to  have  a  precise 
and  accurate  statement  of  facts,  so  that  the  Mathematics  may  be 
subservient  to  the  facts,  and  not  the  mistress  of  them 

Some  distinguished  Algebraists,  such  as  Peacock  and  Tait,  in 
acknowledging  that  Debts  are  Negative  Quantities,  put  it  in  this 
way — "If  Property  (?)  possessed  or  due  could  be  denoted  by  a 
number  or  symbol  with  a  Positive  sign  :  a  Debt  would  be  denoted 
by  a  number  or  symbol  with  a  Negative  sign  :  or  conversely. 
Such  affections  of  Property  (?)  are  correctly  symbolised  by  the 
signs  +  and  —  :  since  they  possess  the  inverse  relations  to  each 
other  which  these  signs  require :  for  if  to  a  person  A  there  be 
given  a  certain  property  or  sum  of  money,  combined  with  or  added 
to  a  Debt  of  equal  amount,  his  Wealth  or  Property  remains  the 
same  as  before  " 

"We  have  already  several  times  pointed  out  that  Algebraists  are 
in  error  in  applying  the  signs  +  and  —  in  Economics  to  Property : 
they  do  not  affect  Property,  but  Persons 

The  mode  of  statement  adopted  by  these  Algebraists  has  a 
plausible  appearance  and  a  specious  air  of  truth.  If  a  person 
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were  going  to  retire  from  business,  he  would  call  in  and  discharge 
his  liabilities,  and  the  remainder,  if  any,  would  be  his  fortune 

It  may  also  be  conceded  that  if  a  person  acquires  a  sum  of 
money,  and  at  the  same  time  is  charged  with  an  equal  amount  of 
Debt,  he  is  substantially  no  richer  than  before.  But  such  a  mode 
of  statement  is  quite  unsuitable  for  Economics,  as  is  shown  most 
clearly  when  applied  to  Banking.  Because  when  a  banker  buys 
£10,000  in  cash  from  his  customers  he  is  exactly  in  the  position 
described  by  these  Algebraists 

He  has  bought  £10,000  in  cash  from  his  customers,  which 
becomes  his  actual  property  (+ ):  but  in  exchange  for  them  he  has 
created  an  equal  amount  in  Eights  of  action  which  are  the  Pro- 
perty (  +  )  of  his  customers.  But  he  engages  to  buy  up  these 
Eights  of  action  from  his  customers  or  their  transferees.  That  is, 
he  has  incurred  Duties  ( — )  to  an  equal  amount.  His  Property  is 
therefore  correctly  stated  as  +  £10,000  —  £10,000  :  and  there- 
fore he  is  substantially  in  the  same  position  as  he  was  before  :  he 
is  neither  the  richer  nor  the  poorer 

But  that  is  an  extremely  erroneous  view  to  take  of  the  matter 
as  regards  the  science  of  Economics.  Economics  has  only  to  do 
with  the  number  of  Economic  Quantities  in  existence  at  any 
given  instant,  and  with  their  exchangeable  relations 

Now  when  a  banker  acquires  £10,000  in  cash  from  his 
customer  they  become  his  property,  which  he  may  do  with  as  he 
pleases  :  and  his  customers  acquire  £10,000  in  Eights  of  action, 
which  they  may  put  into  circulation  and  which  have  all  the 
effects  of  Money  itself.  There  are  £20,000  of  Economic  Quanti- 
ties in  existence  and  circulation.  His  Duty  to  pay  the  £10,000 
in  cash  has  no  effect  on  the  amount  of  Economic  Quantities  in 
existence.  By  his  action  the  banker  has  created  New  Property 
to  the  amount  of  £10,000  :  and  when  he  pays  any  of  the  demands 
upon  him  so  much  of  this  New  Property  is  cancelled  and  ex- 
tinguished :  and  by  so  much  his  Property  is  diminished.  But 
his  Liability  or  Duty  to  pay  these  demands  in  no  way  diminishes 
his  Property  until  they  are  actually  demanded 

These  Eights  of  action  are  created  by  one  exchange  :  and 
may  be  extinguished  by  another  :  but  so  long  as  they  are  in 
existence  and  circulation  they  are  Economic  Quantities  like  any 
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others.  They  have  Value  just  for  the  same  reason  that  any 
other  Economic  Quantities  have  :  because  they  can  be  exchanged 
for  money.  They  may  circulate  in  commerce  and  effect  exchanges 
or  payments  exactly  like  an  equal  sum  of  money 

To  show  the  subtle  nature  of  the  question,  let  us  again  con- 
sider the  accounts  between  a  banker  and  his  customers.  From 
the  banker's  point  of  view  his  assets,  whether  Cash  or  Bills,  are 
his  absolute  Rights  or  Property,  (  +  )  :  and  his  Liabilities  are  his 
Debts,  or  his  Personal  Duty  to  pay,  (  — )  :  and  his  accounts  would 
be  stated  thus — 

LIABILITIES 


Deposits-     -     -     -     £49,600 


£49,600 


ASSETS 

Cash £10,000 

Bills  of  Exchange  -       40,000 

£50,000 


But  from  the  customers'  point  of  view,  the  case  is  reversed. 
The  Bankers'  liabilities  are  the  absolute  Rights  or  Property  (  +  ) 
of  his  customers  :  and  the  banker's  Duty  is  to  meet  these  claims 
out  of  his  Assets  ( — ).  Hence,  from  the  customers'  point  of  view, 
the  accounts  would  stand  thus — 

RIGHTS  OF  ACTION  BANKER'S  ASSETS 

Deposits-     -    '-     -     £49,600 


£49,600 


Cash £10,000 

Bills 40,000 


£50,000 
400 


Balance  + 
The  balance  of  £400  is  evidently  the  banker's  own  property 

Hence,  generally,  the   accounts   between   u   banker  and  his 
customers  may  be  stated  thus  — 

Deposits-     -     -     -     £49,000 


£49,000 


Cash  - 
Bills  - 


Balance 


£10,000 
40,000 

£50,000 
400 
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where  the  upper  or  lower  signs  are  to  be  taken  according  as  they 
are  regarded  from  the  banker's  or  the  customers'  point  of  view 

The  fact  is  that  every  Obligation  bears  the  double  sign  "+ : 
and  these  opposite  signs  do  not  cancel  each  other,  as  many  writers 
suppose :  but  the  Right  of  action  is  a  saleable  and  exchangeable 
Quantity  as  long  as  it  exists  :  and  until  it  is  paid  off  and  ex- 
tinguished :  the  Positive  sign  denotes  the  personal  Right  of  action 
of  the  Creditor  :  and  the  Negative  sign  denotes  the  personal  Duty 
of  the  Debtor  to  pay  when  required  to  do  so :  but  until  he  is 
required  to  do  so  it  in  no  way  affects  the  Property  he  possesses  so 
as  to  give  his  Creditors  any  claim  or  right  to  it 

On  the  Scottish  System  of  Banking 

16.  The  Credits,  or  Rights  of  action,  created  by  bankers  in 
the  operations  which  we  have  been  describing,  were  employed  to 
buy  Commercial  Bills,  which  arose  out  of  the  Transfer  of  com- 
modities :  and  it  has  been  shown  that  they  create  Credit  to  several 
times  the  amount  of  the  Cash  in  their  possession.  And  some 
writers  suppose  that  this  is  the  limit  of  legitimate  Credit.  It  is 
very  commonly  imagined  that  Credit  can  only  be  used  to  Transfer 
existing  commodities 

We  have  now  to  describe  a  species  of  Credit  of  a  totally 
different  nature,  invented  in  Scotland,  to  which  the  marvellous 
progress  of  that  country  is  mainly  due ;  and  wThich  will  sorely 
test  Mill's  dogma  that  Credit  is  Purchasing  but  not  Productive 
power 

It  is  Credit  created,  not  for  the  purpose  of  transferring  or 
circulating  commodities  already  in  existence  :  but  for  the  express 
purpose  of  calling  New  Products  into  existence.  It  is  entirely  of 
the  nature  of  Accommodation  Paper :  and  it  will  show  that  there 
is  nothing  in  the  nature  of  Accommodation  Paper  more  dangerous 
or  objectionable  than  Real  Paper,  as  it  is  called :  Jwit  on  the  con- 
trary that  they  stand  on  exactly  the  same  footing  of  security  :  and 
also  that  Credit  is  equally  applicable  to  call  New  products  into 
existence,  as  to  transfer  those  already  in  existence 

When  after  a  long  period  of  inactivity  the  energies  of  a  people 
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are  suddenly  turned  into  an  industrial  direction,  they  find  innu- 
merable enterprises  which  would  he  profitable  if  only  they 
possessed  the  means  of  setting  them  agoing.  The  quantity  of 
money  which  was  sufficient  for  a  non-industrial  people  is  now 
found  to  be  wholly  inadequate  for  the  increased  demand  for  it : 
and  the  only  consequence  will  be  that  if  there  is  a  greatly  increased 
demand  for  the  existing  quantity  of  money,  the  Rate  of  Interest 
will  rise  enormously  :  and  to  such  an  extent  as  to  preclude  all 
possibility  of  profit  from  such  enterprises  even  if  effected 

It  is,  therefore,  invariably  found,  that  whenever  this  takes 
place,  multitudes  of  schemes  are  set  afloat  for  increasing  the 
quantity  of  money 

For  many  centuries  after  the  Conquest,  England  was  essentially 
a  feudal  and  military — an  agricultural  and  pastoral  people.  Its 
Law  was  almost  entirely  feudal,  and  related  to  the  tenure  of  laud. 
Merchants  and  commerce  were  held  in  very  subordinate  esteem, 
and  Commercial  Law  had  no  existence.  In  the  sixteenth  century 
the  energies  of  the  nation  were  absorbed  in  religious  controversies  : 
and  in  the  first  half  of  the  next  century  in  constitutional  struggles 
and  politics.  At  length  in  the  reign  of  Charles  II.,  men,  weary  of 
polemics  and  politics,  began  to  devote  themselves  more  to  industry 
and  commerce  :  and  this  was  greatly  stimulated  by  the  manifest 
advantages  of  Banking,  which  had  just  been  introduced  iuto 
England 

Among  fields  of  enterprise  at  that  period,  none  seemed  more 
promising  than  agriculture.  But  unfortunately  all  the  available 
Specie  was  absorbed  in  commerce  :  none  was  to  be  had  for  agri- 
culture :  or,  at  least,  only  at  such  rates  as  to  be  practically 
prohibitive 

In  no  species  of  industry  are  the  profits  so  moderate  as  in 
agriculture.  Hence,  if  Capital  has  to  be  borrowed  to  effect 
improvements  in  agriculture,  it  is  requisite  that  it  should  be  at  a 
very  low  rate  of  interest.  The  usual  rate  of  interest  in  the  time 
of  Charles  II.  was  10  per  cent.  :  and  few  improvements  in 
agriculture  could  bear  that.  But  by  the  introduction  of  Banking, 
and  the  foundation  of  the  Bank  of  England  the  rate  of  interest, 
in  commerce  was  reduced  to  3  per  cent. 

It   was  this  real  want,   and  the  enormous  advantage  which 
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Banking  had  been  to  commerce,  which  gave  rise  to  the  schemes  of 
Asgill,  Briscoe,  Chamberlen,  Law,  and  others,  for  the  purpose  of 
creating  Paper  Money  based  upon  Land  :  and  to  found  Land 
Banks  to  assist  agriculture  as  the  Mercantile  Banks  had  assisted 
Commerce,  which  were  so  rife  at  this  period 

One  of  these  schemes  was  attempted  to  be  carried  out  in  1696. 
The  ministry  of  William  III.  was  not,  as  is  now  the  case,  formed 
exclusively  of  one  party  of  the  State.  William  III.  reigned  and 
governed  :  and  the  ministry  was  his  ministry,  and  not  that  of  the 
Parliament,  as  it  is  now.  His  ministry  was  partly  Whig  and 
partly  Tory.  The  Whig  portion  of  it,  who  were  in  close  connection 
with  the  mercantile  community  of  the  city,  succeeded  in  founding 
the  Bank  of  England  in  1694  :  which  was  essentially  a  Whig 
project,  and  intended  to  assist  the  finance  of  the  Government  and 
commerce 

The  immense  benefit  of  the  Bank  of  England  was  so  eviden  t 
that  the  Tory  portion  of  the  ministry  endeavored  to  found  a 
Bank  which  should  also  assist  Government,  and  besides  that,  be 
specially  for  the  benefit  of  agriculture.  It  was  attempted  to  be 
founded  in  1696  :  and  it  was  called  the  Land  Bank.  But  the 
attempt  did  not  succeed  :  and  its  failure  was  one  of  the  causes 
which  produced  the  stoppage  of  the  Bank  of  England  in  1697. 
There  were,  no  doubt,  defects  in  the  scheme  which  fully  accounted 
for  its  failure  :  but  the  want  was  very  real :  and  the  idea  was 
perfectly  sound 

Among  the  projectors  of  a  scheme  for  basing  Paper  Money  on 
Land,  the  most  celebrated  was  John  Law.  He  has  given  an 
elaborate  exposition  of  his  Theory  in  a  work  entitled  Money  and 
Trade  Considered :  and  he  laid  a  scheme  before  the  Parliament  of 
Scotland  in  1705,  which  they  fortunately  rejected :  or  there  would 
have  been  a  catastrophe  in  Scotland  as  great  as  that  of  the  Darien 
Scheme  in  1699.  Law  had  the  opportunity  of  reducing  his  theory 
to  practice  in  France,  in  1720,  under  the  name  of  the  Mississippi 
Scheme 

This  is  not  the  place  to  give  an  account  of  Law's  scheme 
which  we  have  done  elsewhere.1  But  ten  years  after  its  failure  in 
France  the  Scotch  Banks,  by  the  admirable  invention  of  Cash 

1  Dictionary  of  Political  Economy.     Art.  Banking  in  France 
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Credits,  pushed  Credit  to  the  utmost  extent  of  its  legitimate 
limits,  and  realised  all  that  was  practicable  in  the  schemes  of 
Asgill,  Briscoe,  Chamberleu,  and  Law.  And  it  is  to  these  Cash 
Credits  that  the  principal  progress  of  Scotland  in  agriculture  and 
all  public  works  is  due,  as  well  as  the  personal  wealth  of  its 
merchants 

Moreover,  after  the  end  of  the  seven  years'  War  in  1703,  an 
ingenious  merchant  devised  a  scheme  of  Land  Banks  in  Germany  : 
and  it  is  to  these  Land  Banks  that  the  principal  part  of  the  pro- 
gress of  agriculture  in  central  Europe  is  due 

On  Cash  Credits 

17.  The  Bank  of  Scotland  was  founded  in  1695  with 
unlimited  powers  of  issue,  both  in  amount  and  denomination. 
At  first  it  only  issued  Notes  of  £100,  £50,  £10,  and  £5. 
Though  several  times  urged  to  do  so,  they  did  not  issue  £1 
Notes  at  first :  but  in  1704  they  began  to  do  so.  The  Bank 
received  a  monopoly  of  banking  for  21  years  :  but  in  1716,  when 
the  monopoly  expired,  it  was  not  renewed 

In  the  year  1727  the  proprietors  of  the  Equivalent  Fund  were 
endowed  by  Royal  Charter  with  powers  of  Banking  :  and  they 
assumed  the  name  of  the  Eoyal  Bank 

In  the  very  contracted  sphere  of  commerce  in  Scotland  at 
that  time,  there  were  not  sufficient  Commercial  Bills  in  circulation 
to  exhaust  the  Credit  of  the  Banks.  They  had,  as  it  were,  a 
superfluity  of  unexhausted  Credit  on  hand  :  and  the  Bank  devised 
a  new  scheme  for  getting  its  Credit  into  circulation,  which  was 
the  most  marvellous  development  of  Credit  ever  imagined 

It  agreed,  on  receiving  sufficient  guarantees,  to  open  Credits  of 
certain  limited  amounts  in  favor  of  trustworthy  and  respectable 
persons 

A  Cash  Credit  is  a  Drawing  Account  created  in  favor  of  a 
person  who  pays  in  no  money,  which  he  may  operate  upon  precisely 
in  the  same  manner  as  on  an  ordinary  account :  the  only  difference 
being  that,  instead  of  receiving  interest  on  the  daily  balance  of 
his  account,  as  used  formerly  to  be  the  case  in  Scotland,  he  is 
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charged  interest  on  the  daily  balance  at  his  Debit.  A  Cash 
Credit  is,  therefore,  an  Inverse  drawing  account 

Cash  Credits  are  applicable  to  a  totally  different  class  of 
transactions  to  those  which  give  rise  to  Bills  of  Exchange.  One 
difference  being  that  Bills  of  Exchange  arise  out  of  the  transfers 
of  commodities,  and  are  payable  in  one  sum  at  a  fixed  date. 
Whereas  Cash  Credits  are  not  issued  on  the  transfer  of  com- 
modities :  or  on  any  previous  transactions.  They  are  expressly 
intended  to  promote  the  formation  of  future  products.  They  are 
not  repayable  at  any  fixed  date :  but  they  are  a  continuous  work- 
ing account  which  continues  open  as  long  as  the  operations  are 
satisfactory 

It  is  a  condition  of  all  Cash  Credits  that  the  persons  to  whom 
they  are  granted  should  accept  all  advances  in  the  Bank's  own 
Notes 

In  order  to  understand  clearly  the  principles  of  the  system,  it 
is  only  necessary  to  recur  to  our  fundamental  Definition  or  Concept 
of  Credit.  Because  a  true  fundamental  Definition  or  Concept  is 
the  polestar  to  guide  us  through  all  difficulties  and  perplexities. 
"There  is  nothing  in  the  world,"  said  the  Duke  of  Wellington, 
with  his  commanding  good  sense,  "  like  a  good  Definition  " 

It  has  been  shown  in  the  preceding  chapters  that  the  true 
definition  of  Credit  is  the  "  Present  Right  or  the  Present  Value 
of  a  Future  Profit."  And  every  Future  Profit,  from  whatsoever 
source  arising,  or  of  whatsoever  nature,  has  a  Present  Value, 
which  may  be  recorded  on  any  material,  such  as  paper  :  and  may 
be  brought  into  commerce  :  and  may  be  bought  and  sold  and 
transferred  by  manual  delivery,  exactly  like  money,  or  any  other 
material  chattel 

It  has  been  shown  that  Land  is  an  Economic  Quantity,  which 
produces  a  continuous  series  of  profits :  and  that  a  trader 
exercising  any  profitable  business  is  an  Economic  Quantity 
analogous  to  land,  and  produces  a  continuous  series  of  profits 

We  have  explained  the  complete  system  of  Mercantile  Credit : 
and  shown  that  its  true  limits  are  the  future  profits  of  Mercantile 
traders.  That  all  Credit  is  sound  which  is  redeemed  at  maturity: 
and  that  Mercantile  Banking  consists  in  buying  up  the  Rights  to 
be  paid  out  of  these  future  profits  of  mercantile  traders 
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Now  having  argued  from  the  Land  to  Commerce,  let  us  reverse 
the  case,  and  argue  from  Commerce  to  the  Land 

If  every  future  Commercial  Profit  has  a  Present  Value,  which 
can  1)0  brought  into  commerce  and  exchanged,  the  same  is  equally 
true  of  the  Land,  and  of  every  commercial  work,  or  enterprise. 
The  Present  Value  of  every  future  profit  from  Land  or  any  com- 
mercial work  can  be  brought  into  commerce,  and  bought  and 
sold,  exactly  like  the  Present  Values  of  the  Future  Profits  of 
traders.  And  if  the  Credit  be  strictly  limited,  and  redeemed  by 
the  future  profits  of  the  land  or  commercial  work,  Credit  may  be 
created  to  purchase  the  Present  Value  of  these  Future  Profits 
from  Laud  and  commercial  public  works,  exactly  in  the  same 
way  as  it  is  created  to  purchase  the  Present  Values  of  the  Future 
Profits  from  traders 

Cash  Credits  are  applied  to  two  different  purposes — 

1.  To  aid  private  persons  in  business 

2.  To  promote  Agriculture  :  and  the  formation  of  Commercial 
Works  of  all  kinds 

Cash  Credits  granted  in  aid  of  Persons 

18.  Every  man  in  business,  however  humble  or  however 
extensive,  must  necessarily  keep  a  certain  portion  of  ready  money 
by  him  to  answer  immediate  demands  for  small  daily  expenses, 
wages,  and  other  things.  This  could,  of  course,  be  much  more 
profitably  employed  in  his  business,  where  it  might  produce  a 
profit  of  fifteen  or  twenty  per  cent,  instead  of  lying  idle.  But 
unless  the  trader  knew  that  he  could  command  it  at  a  moment's 
notice,  he  would  always  be  obliged  to  keep  a  certain  amount  of 
ready  money  in  his  till,  unless  he  were  able  to  command  the  use 
of  some  one  else's  till 

Now  one  object  of  a  Cash  Credit  is  to  supply  this  convenience 
to  the  trader,  and  to  enable  him  to  invest  the  whole  of  his  capital 
in  his  business :  and,  upon  proper  security  being  given,  to  furnish 
him  with  the  accommodation  of  a  till  at  a  moment's  notice,  in 
such  small  sums  as  he  may  require,  on  his  paying  a  moderate 
interest  for  the  accommodation 
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Almost  every  trader  in  Scotland  has  a  Cash  Credit  at  a  Bank 
by  which  he  can  draw  out  such  sums  as  he  may  want  for  his 
daily  business,  and  replace  such  as  he  does  not  want  before  the 
close  of  the  bank  hours 

Almost  every  young  man  in  Scotland  commencing  business 
does  it  by  means  of  a  Cash  Credit.  Thus,  for  instance,  lawyers, 
or  writers  to  the  signet,  commencing  business,  have  occasion  for 
ready  money  from  day  to  day,  before  they  can  get  in  payments 
from  their  clients.  It  is  a  great  bar  to  any  young  man  to  com- 
mence the  business  of  a  solicitor  without  capital,  which  must 
either  be  furnished  to  him  by  his  friends,  or  his  own.  It  is  an 
immense  advantage  to  him,  and  to  them,  to  have  it  supplied  by  a 
Bank,  by  means  of  a  Cash  Credit,  on  a  mere  guarantee,  a  mere 
contingency  which  they  never  would  give  if  they  thought  there 
was  any  danger  of  its  being  enforced 

So  the  great  employers  of  labor,  manufacturers,  builders,  ship 
builders  and  others,  have  Cash  Credits,  by  which  they  can  pay 
their  laborers 

These  Credits  are  granted  to  all  classes  of  society  :  to  the  poor 
as  freely  as  to  the  rich.  Everything  depends  upon  Character. 
Young  men  in  the  humblest  walks  of  life  may  inspire  their  friends 
with  confidence  in  their  steadiness  and  judgment,  and  they  be- 
come sureties  for  them  on  a  Cash  Credit.  This  is  in  all  respects 
of  equal  value  to  them  as  money :  and  thus  they  have  the  means 
placed  within  their  reach  of  rising  to  any  extent  that  their 
abilities  and  industry  permit  them.  Multitudes  of  men  who  have 
raised  themselves  to  immense  wealth  began  life  with  nothing  but 
a  Cash  Credit.  As  one  example  among  thousands,  Mr.  Monteith, 
M.P.,  told  the  Committee  of  the  House  of  Commons  in  1826, 
that  he  was  a  manufacture!1,  employing  at  that  time  4,000  hands  : 
and  that,  except  with  the  merest  trifle  of  capital  lent  him,  and 
which  he  soon  paid  off,  he  began  the  world  with  nothing  but  a 
Cash  Credit 

The  Banks  usually  limit  their  advances  to  a  certain  moderate 
amount,  varying  from  £100  to  £1,000  in  general :  and  they  take 
several  sureties  in  each  case.  These  cautioners,  as  they  are  termed 
in  Scottish  Law,  keep  a  watchful  eye  on  the  proceedings  of  the 
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customer,  and  of  inspecting  his  account  with  the  Hank,  and  of 
stopping  it  at  anytime,  if  irregular.  -  are  not  meant 

.:vnerate  into  dead  loans,  but  tin  iired  to  be  operated 

upon  by  constantly  paying  in  and  drawing  out 

The  enormous  amount  of  transactions  carried  on  by  this  kind 
of  ace-nun  may  be  judged  of  by  the  evidence  given  before  the 
Committee  of  the  Commons  in  1826.  It  was  then  stated  that  on 
a  Credit  of  £1,000,  operations  to  the  extent  of  £50,000  took  place 
in  a  single  week.  Others  stated  that  on  a  Cash  Credit  of  £500, 
operations  to  the  amount  of  £70,000  took  place  in  a  year.  One 
witness  stated  that  in  a  very  moderately-sized  country  bank 
operations  to  the  amount  of  £90,000,000  took  place  in  twenty-one 
years  :  and  that  the  whole  loss  to  the  bank  during  that  period  was 
£1,200 

At  that  time  it  was  conjectured  that  there  were  about  12,000 
Cash  Credits  guaranteed  by  about  40,000  sureties,  who  were 
interested  in  the  integrity,  prudence  and  success  of  the  customers. 
The  witnesses  before  the  Lords  declared  that  the  effects  of  these 
were  most  remarkable  on  the  morals  of  the  people 

On  Cash  Credits  granted  to  promote  Agriculture  and  the 
Formation  of  Public  Works 

19-  We  have  now  to  consider  the  way  in  which  the  Scottish 
System  of  Cash  Credits  has  been  applied  to  promote  Agriculture 
and  the  formation  of  all  manner  of  Public  AVorks 

The  two  Scottish  Banks  which  were  first  founded  applied  their 
Cash  Credits  to  assist  the  industry  of  traders,  and  tended  much  to 
foster  it.  Agricultural  industry  had  not  then  awoke.  The  Scots 
were  a  tierce,  turbulent  people,  who  thought  a  great  deal  more  of 
harrying  their  neighbors  than  of  peaceful  agriculture.  The  land 
was  bound  down  under  the  fetters  of  the  feudal  system.  Hut  after 
the  suppression  of  the  rebellion  in  174C,  the  feudal  system  was  to 
a  great  extent  broken  up,  and  a  great  spirit  of  enterprise  awoke, 
and  then,  for  the  first  time,  Scotland  became  an  industrial  nation. 

At  this  time  there  were  in  many  parts  of  Scotland  large  t; 
of  reclaimable  land  and  multitudes  of  people,  but  they  remained 

VOL.  II.,  PART  1  Ii 
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unemployed,  because  there  was  no  money  in  the  country  to  set 
their  industry  in  motion 

Now  suppose  that  a  proprietor  of  one  of  these  tracts  of  land 
had  had  £10,000  in  money :  and  that  he  had  employed  it  in 
paying  wages  to  laborers,  and  in  buying  seed  to  sow :  then,  in 
course  of  time,  the  value  of  the  produce  of  the  land  would  replace 
the  sum  expended  in  bringing  the  land  into  cultivation.  Then 
the  Money  so  employed  would  have  been  expended  as  Capital 

But  at  that  time,  there  was,  comparatively  speaking,  no  Money 
in  the  country.  It  was  just  then  emerging  from  the  bonds  of 
feudalism.  The  chiefs  had  vast  tracts  of  land,  and  no  doubt 
lived  in  a  state  of  rude  abundance  from  their  herds  and  flocks, 
and  the  natural  produce  of  the  soil.  But  commerce  had  never 
penetrated  into  these  highland  strongholds :  and  consequently 
the  greatest  chiefs  were  very  seldom  blessed  with  the  sight  of 
coin.  But  at  this  period  began  the  transition  from  feudalism  to 
industrialism,  in  which  money  was  absolutely  indispensable.  It 
was  at  this  time  that  the  Banks,  having  habituated  the  people 
during  40  years  to  receive  their  £1  Notes  in  all  respects  as 
Money,  and  having  acquired  their  thorough  confidence,  threw 
out  branches  in  all  directions,  and  sent  down  boxes  of  their  £1 
Notes 

Farmers  at  that  time  had  no  votes  in  Scotland :  and  conse- 
quently the  landlords  had  no  motives  to  keep  their  tenants  in 
political  thraldom  :  as  was  too  much  the  case  in  England.  They 
adopted  every  means  possible  to  develope  the  resources  of  the  soil. 
And  as  it  was  not  to  be  expected  that  the  farmers  would  lay  out 
their  capital  and  industry  on  the  soil  without  security  of  tenure, 
it  became  the  custom,  almost  universal  in  Scotland,  for  landowners 
to  grant  their  tenants  leases  of  19  years  :  and  in  many  cases,  for 
particular  reasons,  much  longer  than  that 

Upon  the  security  of  these  leases,  and  also  upon  that  of 
personal  friends,  the  Banks  everywhere  granted  Cash  Credits  to 
the  farmers  :  the  advances  being  made  exclusively  in  their  own 
£1  notes.  From  the  strong  constitution  of  the  Banks,  and  the 
universal  confidence  they  had  acquired,  their  Notes  were  uni- 
versally received  as  Cash  :  and  though  they  were  demaudable  in 
cash  at  the  Head  Office,  no  one  ever  dreamt  of  demanding  payment 
for  them 
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AVith  these  advances  in  L'l  Notes,  the  fanners  employed  the 
laborers  in  reclaiming  tin-  land,  bougl.  ..d  sowed  tin-  crops. 

The  Xotes  were  employed  in  exactly  the  same  way  as  Money 
would  have  been  :  and  they  produced  exactly  the  sain-- 
money  would  have  done.  The  land  was  reclaimed,  and  sown,  and 
stocked:  and  in  a  few  years  bleak  and  barren  moors  were  every- 
where changed  into  fields  of  waving  corn  :  and  they  produced  a 
continuous  series  of  profits.  With  the  value  of  the  produce,  the 
farmers  gradually  repaid  the  loans,  and  reaped  a  profit 

Xow  if  it  be  admitted  that  Money  expended  in  agricultural 
improvements  is  used  as  Productive  Capital :  how  can  it  be 
denied  that  Credit,  employed  in  exactly  the  same  way,  and  which 
produces  exactly  the  same  effects  as  Money,  and  produces  exactly 
the  same  profits,  is  also  equally  Productive  Capital? 

The  £1  Notes  were  universally  received  by  the  people  as  of 
exactly  the  same  value  as  Money :  and  therefore  they  were  in  all 
respects  Money  :  they  produced  exactly  the  same  profits  that 
Money  did.  Now  as  we  have  seen  that  u  Capital  is  Anything 
which  produces  a  Profit,  it  is  evident  that  the  £1  Notes  were 
just  as  much  Productive  Capital  as  the  Money 

The  only  difference  was  that  in  using  Money  the  employer 
made  Capital  of  the  Realised  Profits  of  the  Past :  in  using 
Credit  he  made  Capital  of  the  Expected  Profits  of  the  Future. 
But  the  results  are  exactly  the  samft  in  either  case 

Every  one  acquainted  with  Scotland  knows  perfectly  well  that 
the  prodigious  progress  in  agriculture  made  in  that  country 
during  the  last  140  years  has  been  almost  entirely  effected  by 
means  of  these  Cash  Credits 

Xot  only  has  almost  the  entire  progress  in  agriculture  been 
effected  by  these  Cash  Credits,  but  all  public  works  of  every 
description — Roads,  Canals.  Docks,  Harbors,  Kail  ways,  Public, 
Buildings,  &c.,  have  $il><>  been  made  by  means  of  Cash  Credits 

It  was  stated  to  the  Committee  of  the  House  of  Commons  in 

ISLM;,  that  the  Forth  and  Clyde  Canal  was  executed  by  in MUS  of 

a  Cash  Credit  of  £40,000  granted  by  the  Royal  Hank.     So  when 

a  Road  has  to  be  made,  the  Trustees  obtain  a  Cash   Credit,  and 

It    oil'  out    of    the    rates.     So  when   a   Railway,   a    hock,  a 

i;  i' 
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Harbor,  a  Public  Building,  a  Canal,  is  to  be  made,  the  Directors 
obtain  a  Cash  Credit,  and  so  pay  the  wages  of  the  men.  AVe 
have  already  in  the  preceding  chapter,  given  the  instance  of  the 
Market  at  Guernsey  being  built  by  Notes  issued  by  the  States, 
secured  on  the  future  profits  of  the  Market.  Many  other  Markets 
have  been  built  by  the  same  means.  The  great  Cash  Credit 
system  of  the  Scottish  Banks  is  absolutely  the  same  thing,  only 
on  a  prodigiously  enlarged  scale,  and  a  more  organised  system 

It  is  thus  seen  how  Credit  is  applied  to  the  Formation  of 
New  Products  equally  well  as  to  the  Transfer  of  existing  ones. 
Credit  is  Purchasing  Power  equally  as  Money  :  and  it  may  be 
applied  to  purchase  Labor  to  form  New  products,  equally  well  as 
to  Transfer  existing  ones.  The  principle  of  the  Limit,  however, 
being  exactly  the  same  in  both  cases  :  namely,  that  it  is  the 
Present  Value  of  the  Future  Profit 

When  Money  is  used  to  produce  a  Profit,  it  is  expected  that 
the  Profit  will  replace  the  Money  advanced :  when  Credit  is  used 
to  produce  a  Profit,  it  is  expected  that  the  Profit  will  redeem  the 
Debt  incurred 

Hence  Credit  can  do  whatever  Money  can  do  :  but  we  have 
shown  that  Credit  is  the  inverse  of  Money.  Hence,  in 
Mathematical  language,  all  the  propositions  which  are  true  with 
respect  to  Money  are  equally  true  with  respect  to  Credit :  only 
with  the  Sign  changed 

Exactly  the  same  effects  were  produced  in  England  by  the 
use  of  Bankers'  Notes.  The  success  of  the  Bridgewater  Canal 
had  exactly  the  same  effect  as  the  success  of  the  Liverpool  and 
Manchester  Railway,  eighty  years  later.  The  period  from  1776 
to  1796  was  just  as  great  an  era  in  canal  making  as  the  subse- 
quent period  in  railway  building,  considering  the  wealth  of  the 
country  at  the  respective  times.  In  the  course  of  twenty  years, 
England,  from  being  the  most  backward  country  in  Europe  in 
water  communication,  was  covered  with  a  network  of  canals  such 
as  no  other  country  but  Holland  can  boast.  These  canals  were 
made  by  the  Notes  issued  by  the  country  bankers.  Burke  says 
that  when  he  first  came  to  London  there  were  not  twelve  bankers 
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out  of    London.      In    171KJ  there    were   400.      However,  these 

bunkers,  not  having  the  solid  constitution  of  the  Scottish    P.anks, 
-wept  away    in   multitudes  in  the  panics  of    17i>-5  and  17D7. 
But,  nevertheless,  though  the  hankers  were  swept  away,  the  solid 
results  of  their  issues  of  Xotes  remained 

Thus  it  is  now  clearly  demonstrated  that  Credit  may  be  used 
as  Productive  Capital,  exactly  in  the  same  way,  and  in  the  same 
seuse,  and  for  all  the  purposes,  that  Money  is 

Remarks  on  the  Scottish  System  of  Cash  Credits 

20.  All  these  marvellous  results,  which  have  raised  Scotland 
from  the  lowest  depth  of  barbarism  up  to  her  present  proud 
position  in  the  space  of  200  years,  are  the  children  of  pure  Credit. 
It  is  no  exaggeration,  but  a  melancholy  truth,  that  at  the  period 
of  the  Revolution  in  1688,  and  the  foundation  of  the  Bank  of 
Scotland  in  1695,  partly  owing  to  such  a  series  of  disasters  as 
cannot  be  paralleled  in  the  history  of  any  other  independent 
nation  :  partly  owing  to  its  position  on  the  very  outskirts  of 
civilisation,  and  far  removed  from  the  humanising  influence  of 
commerce :  divided  into  two  nations,  aliens  in  blood  and 
language  :  Scotland  was  the  most  utterly  barbarous  and  lawless 
country  in  Europe.  And  it  is  equally  undeniable  that  the  two 
great  causes  of  her  rapid  rise  in  civilisation  and  wealth  have  been 
her  systems  of  National  Education  and  Banking 

Her  system  of  Banking  has  been  of  infinitely  greater  service 
to  her  than  mines  of  gold  and  silver.  Mines  of  the  precious 
metal  would  probably  only  have  demoralised  her  people,  and 
made  them  more  savage  than  they  were  before.  But  her  Hanking 
system  has  tended  immensely  to  call  forth  every  manly  virtue.  It 
has  taught  them  industry,  steadiness,  and  moral  rectitude.  In 
the  Character  of  her  own  people  Scotland  has  found  Wealth 
infinitely  more  beneficial  to  her  than  all  the  mines  of  Mexico  and 
Peru 

The   express   function  of   the    Banks  was   to  create  Credits, 
Incorporeal   entities,   created   out  of   Nothing,  for  a  trai: 
existence:  and  when  they  had  performed  their  functions  vanish- 


624  THEORY  OF  CREDIT      [CHAP.  IX 

ing  again  into  the  Nothing  from  whence  they  came.  And  has 
not  this  Credit  been  Capital  ?  Will  anyone,  with  these  results 
staring  him  in  the  face,  believe  that  there  are  some  persons  who 
are  supposed  to  be  Economists  who  maintain  that  the  results  of 
Credit  are  purely  imaginary  !  That  Credit  conduces  nothing  to 
Production  and  the  increase  of  Wealth  !  That  Credit  only  trans- 
fers existing  Capital.  But  even  if  it  did  no  more  than  that,  it 
has  been  shown  that  Circulation  or  Transfer  is  one  species  of 
Production  :  as  is  indeed  now  admitted  by  all  Economists  of 
Note.  And  that  these  persons  who  say  that  Credit  is  Capital  are 
such  puzzle-headed  dolts  as  to  maintain  that  the  same  thing  can 
be  in  two  places  at  once  ! 

Circulating  Credits  of  all  kinds  have  exactly  the  same  effects  as 
Money,  both  in  circulating  existing  commodities,  and  in  promot- 
ing the  formation  of  new  products.  And  they  may  be  used  as 
Productive  Capital  exactly  in  the  same  way,  and  in  the  same  sense 
that  Money  is 

It  must  be  observed  that  all  these  Cash  Credits  are  for  a  dis- 
tinct purpose,  quite  different  from  the  discount  of  Mercantile 
Paper.  The  marvellous  results  they  have  produced  are  due 
to  a  system  of  pure  Accommodation  Paper.  They  are  not 
founded  on  any  previous  transactions  :  nor  are  they  for  the  pur- 
pose of  transferring  existing  commodities.  They  are  created  for 
the  express  purpose  of  bringing  New  products  into  existence: 
which  but  for  them  would  either  have  had  no  existence  at  all :  or 
at  all  events  would  have  been  deferred  for  a  very  long  period, 
until  solid  Money  could  have  been  accumulated  to  effect  them. 
They  are  founded  on  exactly  the  same  principles  as  the  discount 
of  Mercantile  Bills.  In  discounting  Mercantile  Bills  the  banker 
merely  buys  up  the  Right  to  a  future  payment  to  be  made  out  of 
the  profits  of  the  transaction.  In  creating  Cash  Credits  the 
Banker  merely  buys  the  Right  to  a  future  payment  to  be  made 
out  of  the  future  profits  of  the  land  or  other  public  works 

The  invention  of  Cash  Credits  has  advanced  the  wealth  of 
Scotland  by  centuries.  We  have  an  enormous  mass  of  Exchange- 
able Property  created  out  of  Nothing,  by  the  mere  will  of  the 
Bank  and  its  customers,  which  produces  all  the  effects  of  solid 
Gold  and  Silver  :  and  when  it  has  done  its  work,  it  vanishes  again 
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into  Nothing,  at  the  will  of  the  same  persons  who  called  it  into 
existence.  Hence  we  see  that  the  mere  will  of  man  has  created 
vast  masses  of  Wealth  out  of  Nothing  :  and  then  having  served 
their  purpose,  they  are  Decreated  into  Nothing  from  whence  they 
came  :  which  are — 

"  Melted  into  air,  into  thin  air." 
But  their  solid  results  have  by  no  means  faded — 
"  Like  the  baseless  fabric  of  a  vision,  leaving  not  a  wreck 
behind  " 

On  the  contrary,  their  solid  results  have  been  vast  tracts  of 
barren  moor  converted  into  smiling  fields  of  waving  corn  :  the 
manufactures  of  Glasgow,  Dundee  and  Paisley  :  the  unrivalled 
steam-ships  of  the  Clyde  :  great  public  works  of  all  sorts  :  roads  : 
canals  :  bridges  :  harbors  :  docks  :  railways  :  and  many  others  : 
and  poor  young  men  raised  up  into  princely  merchants 

"What  the  Nile  is  to  Egypt,  that  has  her  Banking  System  been 
to  Scotland :  and  it  was  fortunate  for  her  that  the  foundations  of 
her  prosperity  were  laid  broad  and  deep  before  the  gigantic  fallacy 
was  dreamt  of  that  the  Issues  of  Banks  should  be  inexorably  re- 
stricted to  the  amount  of  gold  they  displace  :  that  no  increase  of 
money  can  be  of  any  use  to  a  country  :  and  before  Mill  had  pro- 
claimed to  the  world  that  to  create  Credit  in  excess  of  Specie  is 
robbery  ! 

The  reader  will  now  perceive  the  gigantic  utility  of  the  £1 
note  system  to  Scotland  :  and  comprehend  the  consternation  and 
fury  of  the  Scottish  people  when  various  attempts  have  been  made 
by  Parliament  to  suppress  them.  When  Parliament  suppressed 
£1  notes  in  England,  in  consequence  of  the  evils  they  were 
alleged  to  produce,  owing  to  the  bad  organisation  of  the  English 
Banking  system,  before  the  monopoly  of  the  Bank  of  England 
was  first  broken  up  in  1826,  it  was  intended  to  have  suppressed 
them  also  in  Scotland.  But  all  Scotland  rose  up  against  it :  and, 
headed  by  Malachi  Malagrowther,  raised  such  a  commotion  that 
an  inquiry  was  granted  which  first  made  the  Scottish  system  of 
Banking  understood,  and  the  attempt  was  abandoned.  Still, 
however,  constant  jeers  and  gibes  were  addressed  to  the  Scotch 
people  by  persons  who  knew  nothing  about  the  subject,  about 
their  fatuous  attachment  to  their  dirty  £1  notes.  But  the  Scotch 
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knew  their  value  to  the  country  far  better  than  their  assailants. 
The  Scotch  knew  that  the  prosperity  of  their  country  was  bound 
up  with  the  Cash  Credits  :  and  Cash  Credits  were  bound  up  with 
the  issue  of  £1  notes.  To  have  suppressed  the  Scotch  £1  notes 
at  that  time  would  have  destroyed  two-thirds  of  the  business  of 
the  Banks.  The  extent  of  Commerce  in  Scotland  at  that  time 
was  not  sufficient  to  support  the  public  Banks.  It  was  stated 
that  at  that  time  two-thirds  of  the  business  of  the  Scottish  Banks 
consisted  in  Cash  Credits  :  though  we  are  informed  that  now,  in 
consequence  of  the  great  development  of  Commerce,  the  ratio  of 
Cash  Credits  to  the  mercantile  business  of  the  banks  has  con- 
siderably diminished 

Happily,  however,  no  such  attempts  will  ever  be  made  again, 
now  that  the  subject  is  better  understood.  Parliament  is, 
however,  justified  in  taking  any  measures  it  may  be  deemed 
necessary  to  secure  their  perfect  safety  and  convertibility.  So 
completely  has  the  tide  of  opinion  changed,  that  the  question  now 
is  whether  £1  notes  can  be  reintroduced  into  England.  But  with 
the  present  transitional  state  of  Banking  in  England  it  is 
premature  to  discuss  that  question 

On  the  Land  Banks  of  Germany,  or  Banks  of  Credit  Foncier 

21.  At  the  close  of  the  Seven  Years'  War  in  1763,  the 
proprietors  in  Silesia  found  themselves  in  a  state  of  inextricable 
embarrassment.  The  ruin  and  destruction  caused  by  the  war, 
and  the  low  price  of  corn  caused  by  the  general  distress,  made 
them  unable  to  meet  their  engagements.  Interest  and  commission 
rose  to  13  per  cent.  They  obtained  a  respite  of  three  years  to 
pay  their  debts.  To  alleviate  the  distress  arising  out  of  this 
state  of  matters,  a  Berlin  merchant  named  Biiring  invented  a 
system  of  Land  Credit  which  has  been  very  extensively  adopted 
in  Germany,  Russia,  Poland,  and  lastly  in  France 

Proprietors  of  land  can  no  doubt  borrow  money  on  mortgage  : 
but  in  every  country  such  transactions  are  attended  with  many 
inconveniences.  They  have  many  expensive  formalities  to  undergo, 
such  as  investigation  of  title,  &c.  Moreover,  the  difficulties  and 
expense  of  transfer  are  usually  very  great :  as  each  purchaser  has 
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to  undergo  the  same  labor  and  expense.  If  the  debtor  fails  to  pay, 
the  process  of  obtaining  redress,  or  possession  of  the  land,  is 
usually  very  troublesome  and  expensive.  The  consequence  of  all 
these  obstacles  is,  of  course,  to  raise  greatly  the  terms  on  which 
money  can  be  borrowed  on  mortgage 

The  system  of  Government  Funds  suggested  to  Biiring  the 
idea  of  creating  a  similar  species  of  Land  Stock.  The  Government 
could  usually  borrow  much  cheaper  than  the  landlords,  because 
the  title  was  sure  and  indisputable  :  and  there  was  no  impediment 
to  the  negotiability  of  their  debts 

Biiring,  therefore,  conceived  the  idea  of  substituting  the  joint 
guarantee  of  all  the  proprietors  for  that  of  individuals  :  and 
establishing  a  book  in  which  the  Land  Stock  should  be  registered 
and  be  made  transferable  :  and  the  dividends  paid  exactly  in  the 
same  way  as  in  the  Public  Funds.  The  Credit  of  the  Association, 
therefore,  was  always  interposed  between  the  lenders  and  the 
borrowers.  Those  who  bought  the  Stock  looked  only  to  the 
Association  for  the  payment  of  their  dividends  :  and  the  borrowers 
paid  all  interest  to  the  Association,  which  took  upon  itself  all 
questions  of  title  and  security.  The  whole  of  these  obligations 
are  turned  into  Stock,  transferable  in  all  respects  like,  the  Public 
Funds.  Such  is  the  general  design  of  these  Associations :  they 
avoid  the  rock  of  creating  Paper  Money  :  while  they  greatly 
facilitate  the  application  of  Capital  to  the  land.  They  in  fact  do 
nothing  more  than  turn  Mortgages  into  Stock 

These  Associations  are  of  two  classes.  The  first  are  private 
Associations  :  and  these  again  are  divided  into  companies  formed 
by  borrowers  :  and  those  formed  by  lenders.  The  second  are 
formed  by  the  State,  or  provincial  authorities 

The  system  was  introduced  into  Silesia  in  1770  :  Brandenburg 
in  1777  :  Pornerania  in  1781  :  Hamburg  in  1782  :  West  Prussia 
in  1787  :  East  Prussia  in  1788  :  Luneburg  in  1791  :  Esthonia 
and  Livonia  in  1803  :  Scleswick-Holstein  in  1811  :  Mecklenberg 
in  1818  :  Posen  in  1822  :  Poland  in  1825  :  Kalenburg,  Gruben- 
hagen  and  Hildesheim  in  1826  :  Wurtemberg  in  1827  :  Hesse 
Cassel  in  1832  :  Westphalia  in  1835  :  Gallicia  in  1841  :  Hanover 
in  1842  :  Saxony  in  1844  :  and  France  in  1852 

The  fullest  information  respecting  these  Banks  is  to  be  found 
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in  the  work  by  M.  Josseau,  from  which  these  details  are  taken  : 
and  to  which  we  may  refer  the  reader  who  wants  further  informa- 
tion as  to  the  different  constitutions  of  these  Associations 

All  these  Land  Banks  make  advances  to  about  one  half  of  the 
value  of  the  land,  in  small  bonds,  chiefly  varying  from  £5  to  £100, 
bearing  interest  from  3^  to  4  per  cent.,  transferable  by  indorsement 
or  delivery  :  together  with  a  small  sum  to  form  a  sinking  fund  to 
redeem  the  principal,  and  defray  the  expenses  of  management 

The  holder  of  the  bonds  has  security  for  their  payment  the 
whole  Capital  of  the  Company,  and  the  lands  specially  mortgaged 
for  them 

The  borrowers  may  pay  either  in  money,  or  in  the  bonds  of 
the  Company,  which  they  may  purchase  from  the  public  :  thus 
exhibiting  another  example  of  the  universal  doctrine  that  the 
Release  of  a  Debt  is  always  equivalent  to  a  Payment  in  Money 

These  institutions  have  had  the  most  marvellous  effects  in 
developing  the  agriculture  of  the  countries  in  which  they  have 
been  formed  :  exactly  similar  to  the  effects  of  Cash  Credits  in 
Scotland 

Their  Obligations  have  maintained  through  all  crises — 
monetary,  war,  and  revolutionary — a  steadiness  of  value  far 
beyond  any  other  securities  whatever,  either  Government  or 
Commercial.  Josseau  says,  that  in  a  population  of  27,827,990, 
the  negotiable  Lettres  de  Gage,  or  Pfandbriefe,  amounted  to 
540,423,158  francs.  In  the  revolutionary  period  of  1848,  while 
the  Prussian  funds  fell  to  69  :  the  shares  of  the  Bank  of  Prussia 
to  63  :  and  the  shares  in  the  railroads  from  30  to  60  per  cent.  : 
the  Land  Bank  Bonds,  producing  3j  per  cent,  interest,  stood  at 
93  in  Silesia  and  Pomerania  :  at  83  in  West  Prussia  :  and  at  96 
in  East  Prussia 

On  the  Clearing  House 

22.  One  of  the  great  improvements  in  modern  times  in  the 
organisation  of  Credit  is  the  institution  of  Clearing  Houses  : 
and  as  the  effect  of  these,  like  everything  else  in  Banking,  is  the 
subject  of  great  misconception,  we  must  explain  their  operation 

It  is  usually  stated  that  the  Clearing  House  is  an  example  of 
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the  principle  of  Compensation,  like  that  effected  by  the  foreign 
merchants  at  the  Continental  fairs.  In  foreign  treatises  the 
Clearing  House  is  usually  called  a  liaison  de  Compensation,  or  de 
Liquidation.  This  however  is  a  complete  error 

It  has  been  shown  that  if  any  number  of  customers  of  the 
same  Bank  have  transactions  among  themselves,  and  give  each 
other  Cheques  on  their  accounts,  any  number  of  transactions 
may  be  settled  by  mere  Transfers  of  Credit  from  one  account  to 
another  without  a  single  coin  being  required,  so  long  as  the 
receiver  of  the  Cheque  does  not  draw  out  the  money 

Such  Transfers  are  Novations 

The  Clearing  system  is  a  device  by  which  all  the  Banks  which 
join  in  it  are  formed,  as  it  were,  into  one  huge  Banking  institu- 
tion, for  the  purpose  of  transferring  Credits  from  one  Bank  to 
another  without  the  use  of  coin  :  just  in  the  same  way  that 
Credits  are  transferred  in  the  same  Bank  from  one  account  to 
another  without  the  use  of  coin 

The  Clearing  House  is,  therefore,  not  a  Maison  de  Compensa- 
tion, but  it  is  a  Maison  de  Novation 

Every  banker  has  every  morning  claims  on  behalf  of  his 
customers  against  his  neighbors,  and  they  have  claims  on  behalf 
of  their  customers  against  him.  These  claims  are  called  Bankers' 
Charges.  Formerly  it  was  the  custom  for  every  banker  to  send 
out  his  clerks  the  first  thing  in  the  morning  to  collect  these 
charges,  which  had  to  be  paid  in  money  or  banknotes.  Having 
collected  these  charges,  he  credited  his  customers  with  the  sums 
due  to  him.  Now  when,  the  banker  had  paid  the  charges  against 
him  there  was  of  course  so  much  credit  extinguished.  The  money 
and  bank  notes  collected  by  the  banker  became  his  actual  pro- 
perty :  but  he  was  obliged  to  create  an  equal  amount  of  Credit  on 
behalf  of  his  own  customers :  so  that  on  the  whole  an  exactly 
equal  amount  of  Credit  was  recreated  to  what  had  been 
extinguished.  And  so  the  final  result  was  that  there  was  exactly 
the  same  amount  of  Credit  in  existence 

But  each  of  his  neighbors  had  also  claims  on  behalf  of  their 
customers  against  him.  Consequently  every  banker  was  obliged 
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to  keep  a  large  amount  of  money  and  bank  notes  to  meet  these 
claims.  By  this  a  very  large  amount  of  money  and  bank  notes 
had  to  be  retained  for  the  purpose  of  meeting  these  bankers' 
charges  :  it  was  simply  transferred  and  re-transferred  from  bank 
to  bank  :  it  never  got  into  general  circulation  at  all  so  as  to 
affect  business  or  prices  :  and  it  could  be  made  no  other  use  of 

It  was  stated  before  the  House  of  Commons,  many  years  ago, 
that  one  bank  alone,  the  London  and  Westminster,  was  obliged 
to  keep  £150,000  in  notes  for  this  sole  purpose.  And  if  one 
bank  alone,  then  comparatively  in  its  infancy,  was  obliged  to 
keep  such  a  sum  in  notes  idle  for  this  purpose,  what  would  have 
been  the  sum  necessary  to  be  retained  at  the  present  day  by  all 
the  banks,  if  it  were  not  for  the  Clearing  House  ? 

To  remedy  this  inconvenience  an  ingenious  method  was 
devised,  it  is  said,  by  the  banks  at  Naples  in  the  16th  century. 
The  banks  instituted  a  central  chamber  to  which  each  sent  a 
clerk.  These  clerks  exchanged  their  different  claims  against  each 
other,  and  paid  only  the  difference  in  money 

By  this  means  the  different  Credits  were  readjusted  among  the 
different  customers'  accounts  just  as  easily  as  before  :  and  a  large 
amount  of  money  and  notes  were  set  free  for  the  purpose  of 
circulation  and  commerce  :  and  were  in  fact  for  all  practical 
purposes  equivalent  to  so  much  increase  of  Capital  to  the  banks 
and  to  the  country 

This  system  was  first  adopted  in  this  country  by  the  Banks  in 
Edinburgh.  And  we  have  now  to  show  that  no  permanent 
extinction  of  Credit  takes  place  as  in  Compensation  :  the  final 
result  is  only  a  Transfer  of  Credit,  that  is  a  Novation 

Suppose  that  a  customer  of  the  Commercial  Bank  has  £100 
in  notes  of  the  Royal  Bank  paid  to  him.  He  is  then  Creditor  of 
the  Royal  Bank.  He  pays  these  notes  into  his  account  with  the 
Commercial  Bank.  He  desires  the  Bank  as  his  agents  to  collect 
the  proceeds  of  these  notes  from  the  Royal  Bank,  and  to  place  the 
amount  to  his  Credit 

Suppose  that  in  a  similar  way  a  customer  of  the  Royal  Bank 
has  £100  in  notes  of  the  Commercial  Bank  paid  to  him 

Then  he  is  Creditor  of  the  Commercial  Bank.     He  pays  these 
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notes  into  his  account  with  the  Royal  Bank,  and  constitutes  them 
his  agents  to  collect  the  proceeds  from  the  Commercial  Bank  and 
place  them  to  his  Credit 

Each  Bank  is  then  Debtor  to  the  customer  of  the  other 

The  full  way  of  proceeding  would  be  for  each  Bank  to  send  a 
clerk  to  the  other  to  collect  the  notes  in  money.  Each  Bank 
then  having  obtained  payment  of  the  notes  in  money  would  place 
to  the  Credit  of  its  customer,  and  put  the  money  which  would 
become  its  own  property  into  its  own  till :  just  as  if  the  customer 
had  paid  in  the  money  himself 

In  this  case  it  is  evident  that  there  is  no  permanent  annihila- 
tion or  extinction  of  Credit :  because  by  the  process  |each  Bank, 
instead  of  being  debtor  to  the  customer  of  the  other,  becomes 
debtor  to  its  own  customer 

Thus  it  is  evident  that  in  each  case  there  is  a  Novation :  and 
not  a  Compensation 

This  method  of  settling  the  claims  of  the  customer  would 
require  £200  in  money 

The  same  result  may  be  obtained  in  a  much  simpler  way 

Let  the  agents  of  the  two  banks  meet 

The  agent  of  the  Commercial  Bank  says  to  the  agent  of  the 
Royal  Bank — "  In  consideration  of  your  giving  up  to  me  the 
notes  held  by  your  customer  by  which  I  am  debtor  to  him,  and  so 
releasing  me  from  my  debt  to  him,  I  agree  to  credit  my  customer 
with  their  amount  :  and  so  become  debtor  to  him  " 

This  is  a  Novation 

The  agent  of  the  Royal  Bank  says  to  the  agent  of  the  Com- 
mercial Bank — "  In  consideration  of  your  giving  up  to  me 
the  notes  held  by  your  customer,  by  which  I  am  debtor  to  him, 
and  so  releasing  me  from  my  debt  to  him,  I  agree  to  credit  my 
customer  with  this  amount,  and  to  become  debtor  to  him  " 

This  is  also  a  Novation 

The  agents  of  the  two  Banks  then  exchange  notes  :  and  each 
Bank  having  received  £100  in  its  own  notes — that  is,  being 
released  from  its  debt  to  the  customer  of  the  other,  which,  as  we 
have  seen,  is  equivalent  to  a  payment  in  money — enters  the 
amount  to  the  credit  of  its  own  customer 
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By  this  means  each  Bank,  instead  of  being  Debtor  to  the 
customer  of  the  other,  becomes  Debtor  to  its  own  customer  :  and 
the  use  of  £200  in  money  is  saved 

The  release  of  the  debt  of  each  Bank  to  the  customer  of  the 
other  is  the  consideration  for  the  creation  of  the  debt  to  its  own 
customer 

No  doubt  the  £100  of  notes  from  each  Bank  are  withdrawn 
from  circulation  and  replaced  in  its  own  till.  But  an  equal 
amount  of  Credit  is  created  and  placed  to  the  Credit  of  each 
customer,  so  that  upon  the  whole  the  quantity  of  Credit  remains 
exactly  the  same 

Thus  the  debt  of  each  Bank  to  the  customer  of  the  other  is 
extinguished  by  the  new  debt  created  in  favor  of  its  own 
customer 

And  the  whole  transaction  consists  of  two  Novations 

The  reason  why  the  operations  of  the  merchants  at  the  Conti- 
nental fairs  were  Compensations  in  which  both  Credits  were 
extinguished  :  and  the  operations  of  the  Clearing  House  are 
Novations  in  which  new  Credits  are  created,  which  pay  and 
extinguish  the  prior  ones,  but  create  an  equal  amount  of  new 
Credits,  so  that  the  whole  amount  of  Credit  remains  exactly  the 
same  as  it  was  before,  is  this — 

In  the  case  of  the  merchants  they  were  principals :  they  were 
mutually  indebted  to  each  other  :  when,  therefore,  they  exchanged 
their  mutual  debts  they  were  cancelled  and  extinguished  :  and  no 
new  debts  were  created  to  replace  them 

But  in  the  case  of  the  Clearing  House  the  banks  are  not 
Principals  :  they  are  only  Agents  for  their  customers  :  conse- 
quently, when  they  receive  their  own  notes,  and  so  are  released 
from  their  debts  to  the  customer  of  the  other,  they  are  bound  to 
create  an  equal  amount  of  Credit  in  favor  of  their  own  customer  : 
which  cancels  and  extinguishes  the  former  debts  :  but  leaves 
exactly  the  same  amount  of  Credit  existing 

Hence  the  Clearing  House  is  a  Maison  de  Novation :  and  not 
a  Maison  de  Liquidation  or  Compensation 
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The  system  of  clearing  was  adopted  by  the  City  bankers  in 
1776,  but  the  Bank  of  England  was  not  admitted  to  it.  Nor 
were  the  Joint  Stock  Banks  admitted  to  it  till  1854  :  when  the 
charges  of  the  Joint  Stocks  pressed  so  heavily  on  the  private 
bankers  that  they  were  obliged  to  admit  them.  The  Bank  of 
England  was  not  admitted  till  1864 

The  charges  of  the  London  bankers  consist  of  Cheques  and 
Bills  of  Exchange ;  and  not  in  notes :  but  that  makes  no 
difference  in  the  principles  of  the  case.  A  Cheque  or  Bill  on  a 
bank  by  a  customer  who  has  funds  on  his  account  to  meet  it  is  in 
all  respects  equivalent  to  a  note  of  the  banker  himself.  They 
collect  the  Cheques  and  Bills  due  to  their  customers  and  rearrange 
the  Credits  due  to  the  various  parties  exactly  in  the  same  way  as 
if  they  were  notes 

Before  1864  the  differences  payable  by  the  banks  were  settled 
by  Bank  Notes  :  and  it  is  said  that  about  £2 50,000  were  required 
for  that  purpose 

But  in  1864,  when  the  Bank  of  England  was  admitted,  the 
system  of  Clearing  was  further  improved  :  so  that  the  use  of  Coin 
and  Bank  Notes  is  now  entirely  dispensed  with 

Every  clearing  bank  keeps  an  account  with  the  Bank  of 
England  :  and  the  Inspector  of  the  Clearing  House  keeps  one 
also.  Printed  lists  of  the  clearing  banks  are  made  out  for  each 
bank  with  its  own  name  at  the  top :  and  the  others  placed  in 
alphabetical  order  below  it.  On  the  left  side  is  the  Debtor's 
column,  and  on  the  right  side  the  Creditor's.  The  clerk  of  the 
Clearing  House  then  makes  up  the  accounts  between  each  bank, 
and  the  difference  only  is  entered  in  the  balance  sheet  according 
as  it  is  Debtor  or  Creditor.  A  balance  is  •  then  struck  between 
the  Debtor  and  Creditor  side,  and  the  paper  delivered  to  the  clerk 
who  takes  it  back  to  his  own  bank.  The  balance  is  then  paid  to 
or  received  from  the  Clearing  House.  If  the  Bank  is  debtor  it 
it  gives  a  white  ticket  to,  and  if  it  is  creditor  it  receives  a  green 
ticket  from  the  Clearing  House.  By  this  most  ingenious  system 
not  a  single  coin  or  bank  note  is  used  :  and  the  sums  transferred 
by  this  means  at  the  present  time  are  about  £7,000,000,000  a 
year 
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How  Mercantile  Bills  of  Exchange  are  paid 

23.  We  have  now  to  show  how  erroneous  are  the  ideas  of 
those  writers  who,  like  Torrens  and  Mill,  and  the  Sect  who  sup- 
ported the  Bank  Act  of  1844,  think  that  all  Bills  of  Exchange 
are  paid  in  Money  or  Bank  Notes 

All  merchants  and  traders  not  only  buy  goods  on  Credit :  but 
they  also  sell  them  on  Credit.  Hence  they  are  not  only  indebted 
on  their  own  acceptances  to  those  from  whom  they  have  bought 
goods  ;  bub  they  hold  the  acceptances  of  those  to  whom  they  have 
sold  goods 

Now  a  merchant  knows  when  his  own  acceptances  are  coming 
due,  and  if  he  has  not  sufficient  funds  on  his  account  to  meet  them, 
he  has  only  two  methods  of  providing  for  them.  He  must  either 
sell  his  goods  in  the  market,  or  he  must  discount  the  acceptances 
he  holds  with  his  banker.  The  latter  is,  of  course,  the  preferable 
plan.  Accordingly,  when  his  balance  is  low,  and  his  own  accept- 
ances are  falling  due,  he  simply  takes  a  batch  of  the  acceptances 
he  holds,  and  discounts  them  with  his  banker,  who  buys  them  by 
creating  a  Credit,  Debt,  Right  of  action,  or  Deposit  in  his  favor : 
and  thus  increases  his  balance 

The  merchant,  of  course,  makes  his  own  acceptances  payable 
at  his  banker's  :  consequently  on  the  day  they  mature  and  become 
Debts,  they  are  simply  Cheques.  And  the  whole  mass  of  Bills 
and  Cheques  pass  through  the  Clearing  House,  and  as  we  have 
shown  in  the  description  of  the  operations  there,  the  whole  trans- 
actions are  settled  by  pure  Transfers  of  Credit :  without  the  use 
of  a  single  Coin  or  Bank  Note 

Hence,  in  our  present  highly  organised  system  of  Credit,  Bills 
of  Exchange  are  not  paid  in  Money  or  Bank  Notes  at  all — except 
only  in  a  very  few  isolated  cases — but  they  are  paid  exclusively  by 
the  constant  creation  of  new  Banking  Credits 

Hence,  in  our  present  system,  the  constant  creation  of  Banking 
Credits  is  a  matter  of  vital  necessity.  If  the  London  Bankers 
were  suddenly  to  give  notice  that  next  day  they  would  stop  dis- 
counting, the  result  would  be  that  19  out  of  20  merchants  would 
be  ruined 
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But  more  than  that.  As  the  merchants  would  of  course 
exhaust  all  their  means  to  maintain  themselves,  they  would 
instantly  draw  their  balances  :  and  thus  the  bankers  would  draw 
upon  themselves  a  Run  for  Gold 

It  is  perfectly  well  understood  by  all  bankers  that  "An 
Excessive  Restriction  of  Credit  causes  and  produces  a  Run  for 
Gold."  And  thus  bankers  and  merchants  will  all  come  down  in 
one  universal  crash 

The  truth  of  this  is  now  perfectly  well  known  :  and  will  be 
shown  in  a  future  chapter  to  be  verified  by  numerous  instances  : 
and  will  have  to  be  fully  discussed  in  explaining  the  policy  and 
effects  of  the  Bank  Charter  Act  of  1844 

As,  therefore,  the  constant  and  uninterrupted  creation  of 
Banking  Credits  is  an  indispensable  necessity  to  maintain  the 
existence  both  of  merchants  and  bankers,  we  shall  have  to  con- 
sider under  what  conditions  they  are  to  be  created 

On  the  Right  of  Foreign   Banks  to  open  Branches  in  London. 

24.  We  think  it  expedient  to  consider  here  a  question  which 
made  a  considerable  stir  some  years  ago — namely,  the  Right  of 
Foreign  Banks  to  open  branches  in  London 

In  1865  the  National  Bank  of  Scotland  opened  a  branch  in 
London  :  and  the  Bank  of  Scotland  in  1872.  The  Charter  of 
the  Royal  Bank  did  not  permit  it  to  bank  out  of  Scotland  :  but 
in  1873  it  obtained  a  Private  Act,  36  and  37  Viet.,  c.  ccxvii., 
with  the  full  consent  of  the  Bank  of  England  and  the  English 
bankers — [What  did  they  want  that  for  ?]  —to  enable  it  to  open 
a  branch  in  London,  and  carry  on  business  there,  except  only 
issuing  Notes.  The  bill  was  carried  through  Parliament  by  Mr. 
Goschen  :  and  the  branch  was  opened  in  August,  1874.  These 
were  the  only  Scotch  Banks  which  had  then  opened  branches  in 
London  :  and  up  to  that  time  they  had  evoked  no  open  hostility 
from  the  English  bankers 

But,  in  1873,  in  consequence  of  the  increasing  connection 
between  Glasgow  and  Cumberland,  the  Clydesdale  Bank  opened 
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three  branches  in  Cumberland,  at  Carlisle,  Whitehaven  and 
Workington.  This  invasion  of  the  English  provinces  by  a  Scotch 
Bank  excited  the  vehement  opposition  of  the  English  bankers, 
both  private  and  Joint-Stock,  and  in  April,  1874,  Mr.  Goschen, 
who  had  carried  the  bill  of  the  Royal  Bank  through  Parliament 
in  1873,  at  their  instance  brought  in  a  bill  to  extrude  the  Scotch 
Banks  from  England ! 

Now  in  these  days  of  competition  :  and  as,  for  the  purposes  of 
trade  and  commerce,  England  and  Scotland  are  one  country,  it 
seems  somewhat  surprising  that  this  right  should  be  questioned. 
No  one  questions  the  right  of  English  Banks  to  open  branches  in 
Scotland  if  they  choose  to  do  so  :  and,  in  fact,  several  of  the 
English  Colonial  Banks  have  agencies  in  Scotland.  Why,  then, 
should  it  be  supposed  that  it  is  contrary  to  law  for  the  Scotch 
Banks  to  open  branches  in  any  part  of  England  ? 

Many  of  the  Scotch  Insurance  Offices  have  opened  branches  in 
London  and  other  English  towns,  and  not  a  word  of  objection  was 
ever  offered  by  the  English  Insurance  Offices,  because  they  knew 
it  would  have  been  futile  to  do  so.  Why,  then,  should  the  right 
of  the  Scotch  Banks  to  open  branches  in  England  be  questioned, 
and  their  doing  so  excite  ill-feeling  on  the  part  of  English 
bankers  ? 

The  gravamen  of  the  case  lies  in  this.  When  the  monopoly 
of  the  Bank  of  England  was  first  broken  up  in  1826,  it  was 
provided  that  Joint  Stock  Banks  might  be  founded  and  issue 
Notes  :  but  not  within  65  miles  of  London.  If  they  carried  on 
Banking  business  in  London,  they  were  obliged  to  discontinue 
their  issue  of  Notes  in  the  provinces 

Now  the  National  Provincial  Bank  was  a  great  provincial 
Bank,  and  issued  a  large  amount  of  Notes  in  the  provinces.  But  it 
deemed  it  expedient  to  commence  banking  in  London :  and  by 
the  terms  of  the  Act  of  1826,  it  was  obliged  to  give  up  its 
provincial  issue  of  Notes.  The  union  of  banks,  now  called  the 
Capital  and  Counties  Bank,  also  became  London  bankers,  and  they 
were  also  obliged  to  give  up  their  provincial  issues.  And  these 
banks  and  their  fellow  English  Bankers  thought  it  extremely  hard 
that  they  should  have  to  give  up  their  issues  of  Notes,  when 
commencing  banking  in  London,  while  the  Scotch  Banks  could 
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maintain  their  issues  in   Scotland    while    they   did    business   in 
London 

It  was  somewhat  strange,  however,  that  while  so  much  ill 
feeling  was  aroused  against  the  Scotch  Banks  not  a  word  was  ever 
said  against  the  National  Bank  of  Ireland,  which  not  only  has  its 
head  office  and  numerous  branches  in  London,  but  still  maintains 
a  large  authorised  circulation  of  Notes  in  Ireland 

Mr.  Stephen  Cave,  on  behalf  of  the  Government,  moved  an 
amendment  to  the  second  reading  of  Mr.  Goschen's  bill,  that  a 
select  Committee  should  be  appointed  to  consider  and  report  upon 
the  restrictions  imposed,  and  privileges  conferred,  by  law  on 
bankers  authorised  to  make  and  issue  Notes  in  England,  Scotland 
and  Ireland  respectively,  which  was  carried  without  a  division 

This  Committee  began  its  sittings  on  the  19th  April,  1875, 
and  took  evidence  during  21  days  :  and  reported  the  evidence  to 
the  House  :  but  made  no  report  on  the  evidence  taken,  and 
recommended  its  re-appointment  in  the  next  session.  This,  how- 
ever, was  not  done.  And  the  result  was,  as  is  invariably  the  case 
with  Parliamentary  Committees  and  Royal  Commissions  on  such 
subjects,  they  left  the  matter  exactly  as  it  was 

The  primary  object  of  the  Committee  was  to  ascertain  the 
legality  or  the  contrary  of  the  Scotch  bankers  opening  branches 
in  London.  It  examined  personally  two  very  eminent  Counsel, 
Mr.  Fitzjames  Stephen,  Q.C.,  afterwards  Mr.  Justice  Stephen  and 
Sir  Henry  Thring,  C.B.,  Parliamentary  draughtsman  to  the 
Government,  afterwards  Lord  Thring,  as  to  the  state  of  the  law  : 
and  besides  that,  they  had  the  written  opinions  of  Sir  James 
Scarlett  (Lord  Abinger),  Sir  Edward  Sugden  (Lord  St.  Leonards), 
Mr.  Richards  and  Mr.  Roundell  Palmer  (Lord  Selborne) 

"We  shall  commence  by  stating  the  opinions  given  by  these 
learned  Counsel 

Mr.  Stephen  gave  it  as  his  opinion  among  other  things  that — 
"No  Joint  Stock  Bank  which  issues  Notes  anywhere,  except  the 
Joint  Stock  Banks  in  England,  and  more  than  65  miles  from 
London,  may  carry  on  business  in  any  part  of  England" 

s  2 
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He  considered  that  all  "foreign  banks  whatever,  including 
under  the  name  '  foreign  '  not  only  Continental  Banks,  but 
British  Banks  out  of  England  :  that  is,  Scotch,  Irish  and  Colonial 
Banks,  are  forbidden  by  the  Acts  of  Parliament  to  establish  them- 
selves in  any  part  of  England."  (Q.  206) 

He  denied,  for  example,  that  the  Bank  of  Amsterdam  could 
open  a  branch  in  London.  (Q.  207) 

But  as  a  matter  of  fact  the  National  Bank  carried  on  business 
in  London,  and  had  very  numerous  branches  issuing  Notes  in 
Ireland.  Many  Colonial  Banks  carry  on  business  in  London  : 
and  the  Credit  Lyonnais  has  more  than  one  branch  in  London 

Mr.  Stephen  admitted  that  he  had  never  turned  his  attention 
to  the  question  before  :  and  that  he  had  merely  been  instructed 
to  look  at  the  matter  on  behalf  of  the  English  bankers  some  two 
days  or  a  week  previously  :  and  that  he  was  somewhat  biased  by 
the  side  on  which  he  was  called.  He  also  said  that  he  had  derived 
most  of  his  information  from  the  memorandum  of  Sir  Henry 
Turing  to  be  mentioned  immediately 

Sir  Henry  Thring  differed  so  far  from  Mr.  Stephen  that  he 
thought  that  the  Scotch  Banks  might  open  branches  in  the  pro- 
vinces beyond  the  65  miles  limit,  though  he  spoke  rather  doubt- 
fully. (Q.  404,  406.)  But  he  agreed  with  Mr.  Stephen  that  it 
was  illegal  to  open  branches  in  London,  or  within  the  limit  of  65 
miles 

He  also  presented  a  memorandum  to  the  Committee  containing 
numerous  references  to  the  second  edition  of  my  Theory  and 
Practice  of  Banking,  and  stating  certain  general  conclusions  he 
had  arrived  at — "  Such  being  the  circumstances  of  the  case,  the 
first  question  is  whether  it  is  or  it  is  not  legal  for  Scotch  Joint 
Stock  Company  Banks  of  issue  to  establish  branches  in  England  ? 
In  answer  to  that  question,  it  is  submitted  that  the  prohibitions 
contained  in  the  Acts  of  1697  and  1708,  and  repeated  in  1800, 
are  still  in  force,  with  the  special  modifications  introduced  by  the 
Act  of  1826,  and  are  perfectly  general  in  their  terms,  and  extend 
to  Scotch  Banks  of  issue  as  well  ub  to  country  banks  of  issue  in 
England :  and  consequently  that,  with  the  exception  of  the  Eoyal 
Bank  of  Scotland,  which  is  empowered  by  Act  of  Parliament  to 
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have  a  branch  in  London,  all  other  brandies  belonging  to  Scotch 
"Ranks  of  issue  in  London,  or  within  ('.'»  miles  thereof,  are  illegal. 
On  the  other  hand,  there  does  not  appear  to  be  any  legal  prohibi- 
tion against  the  Clydesdale  Nanking  Company  establishing  their 
branches  in  Cumberland,  being  at  a  distance  of  more  than 
<»5  miles  from  London" 

Sir  Henry  Thring  then  presented  some  suggestions  as  to  the 
policy  of  expelling  the  Clydesdale  Bank  by  law  from  Cumberland, 
which  we  need  not  discuss,  as  of  course  every  one  is  entitled  to 
have  his  own  opinion  as  to  expediency  and  policy  :  and  happily 
any  such  attempt  would  now  be  utterly  abortive 

Having  been  expressly  selected  by  the  Law  Digest  Commis- 
sioners to  declare  the  Law  on  all  points  relating  to  Bank  Notes, 
and,  moreover,  having  been  frequently  referred  to  in  Sir  Henry 
Thring's  memorandum,  I  applied  to  the  Chancellor  of  the  Exche- 
quer to  be  heard  before  the  Committee  :  but  he  did  not  accede  to 
my  request.  However,  as  the  opinions  given  by  the  learned 
Counsel  struck  at  such  widespread  interests,  I  addressed  a  letter  to 
the  Ddilt/  Neirx,  which  appeared  on  the  8th  May,  1875,  showing 
that  it  was  perfectly  legal  for  the  Scotch  Banks  to  open  branches 
in  any  part  of  England,  so  long  as  they  did  not  issue  Notes  in 
England 

There  were  also  published  in  the  appendix  the  opinions  given 
in  1833  by  Sir  James  Scarlett,  Sir  Edward  Sugdeu  and  Mr. 
Griffiths,  on  the  question  whether  Joint  Stock  Banks  of  Deposit 
could  be  established  in  London  previously  to  the  clause  in  the 
Bank  Act  of  1833.  These  three  Counsel  held  that  they  could 
not  :  they  maintained  that  the  words  of  the  monopoly  clause  of 
K'.!>7  and  subsequent  Acts  included  Banks  of  Deposit  as  well  as 
of  issue.  As  we  have  shown,  this  is  an  erroneous  distinction. 
But  Sir  .John  Campbell,  the  Attorney-General,  held  the  reverse, 
fully  endorsing  the  discovery  of  Mr.  Joplin  in  1822  :  he  held 
that  the  monopoly  of  the  Bank  of  England  was  strictly  confined 
to  issuing  Notes  :  and  that  it  was  perfectly  legal  at  Common  Law 
to  establish  Joint  Stock  Banks  of  Deposit.  And  upon  that 
opinion  the  Government  acted,  and  introduced  the  declaratory 
clause  in  the  Bank  Charter  Act  of  1833 
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In  1855  the  Clydesdale  Bank  took  the  opinion  of  Mr.  Roundell 
Palmer  (Lord  Selborne)  as  to  whether  it  was  legal  for  them  to 
open  branches  in  London  and  other  parts  of  England,  and  to 
carry  on  banking  business,  except  only  as  to  issuing  Notes.  Mr. 
Palmer  gave  it  as  his  opinion  that  it  was  perfectly  legal  for  them 
to  do  so.  The  opinion  of  Lord  Selborne,  therefore,  exactly  agreed 
with  the  opinion  I  published  in  the  Daily  Neius  of  the  8th  of 
May,  1875 

This  case  is  an  example  of  the  futility  of  Committees  of  the 
House  of  Commons  undertaking  to  investigate  and  determine 
questions  of  pure  Law,  on  which  the  most  eminent  Counsel  are  in 
diametrical  contradiction  to  each  other 

We  have  now  to  put  the  question  on  its  purely  legal  basis.  It 
entirely  turns  on  the  privileges  of  the  Bank  of  England  :  and  it 
is  necessary  to  state  exactly  what  these  privileges  are 

The  privileges  of  the  Bank  of  England  are  a  penal  enactment 
against  the  rights  of  the  rest  of  the  commercial  community  :  and, 
therefore,  like  all  penal  enactments,  they  are  to  be  construed  in 
the  strictest  manner  possible.  Nothing  is  contrary  to  Law 
except  what  is  clearly  forbidden  by  it :  everything  else  is  legal 
and  permissible 

At  its  first  institution  the  Bank  of  England  received  no 
monopoly.  The  Act  of  1697  only  provided  that  no  other  Bank 
should  be  established  by  Parliament.  At  this  time  private  bank- 
ing partnerships  might  be  formed,  containing  any  number  of 
partners  whatever.  But  in  1709  it  was  enacted  that  no  company 
or  society  exceeding  six  partners  might  borrow,  owe,  or  take  up 
any  sum  or  sums  of  money  on  their  bills  or  notes  payable  at 
demand,  or  at  any  time  less  than  six  months  from  the  borrowing 
thereof,  in  that  part  of  Great  Britain  called  England 

At  that  time  no  one  had  framed  a  definition  of  Banking. 
But  it  was  supposed  that  issuing  Notes  payable  on  demand  was 
what  so  constituted  the  essence  of  "  Banking,"  that  to  prohibit 
persons  from  doing  that,  was  to  prohibit  them  from  "  Banking." 

In  order  to  strengthen  the  monopoly  more  effectually,  it  was 
enacted  in  the  Bank  Charter  Act  of  1742  that — 

"  To    prevent   any   doubts  that   may   arise   concerning  the 
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privilege  or  power  given  by  former  Acts  of  Parliament  to  the  said 
Governor  and  Company  of  Exclusive  Banking,  and  also  in  regard 
to  the  erecting  any  other  Bank  or  Banks  by  Parliament,  or 
restraining  other  persons  from  Banking  during  the  continuance 
of  the  said  privilege  granted  to  the  Governor  and  Company  of 
the  Bank  of  England,  as  before  recited,  it  is  hereby  further 
enacted  and  declared,  by  the  authority  aforesaid,  that  it  is  the 
true  intent  and  meaning  of  the  Act  that  no  other  Bank  shall  be 
erected,  established,  or  allowed  by  Parliament,  and  that  it  shall 
not  be  lawful  for  any  bod}'  politic  or  corporate  whatsoever  united 
or  to  be  united  in  covenants  or  partnership  exceeding  the  number  of 
six  persons  in  that  part  of  Great  Britain  called  England,  to  borrow, 
owe,  or  take  up  any  sum  or  sums  of  money  on  their  Bills  or  Notes 
payable  at  demand,  or  at  any  less  time  than  six  months  from  the 
borrowing  thereof,  during  the  continuance  of  such  privilege  of  the 
said  Governor  and  Company,  who  are  hereby  declared  to  be  and 
to  remain  a  Corporation  with  the  privilege  of  Exclusive  Banking 
as  aforesaid  " 

These  words,  which  were  always  contained  in  subsequent 
Bank  Charter  Acts,  strictly  define  the  privilege  of  the  Bank  of 
England.  Its  sole  monopoly  is  that  during  the  continuance  of 
its  charter,  no  Bank  having  more  than  six  (now  ten)  partners 
shall  issue  Notes  in  England  payable  at  less  than  six  months 
date  :  but  all  other  kinds  of  Banks  and  banking  are  left  absolutely 
free 

There  is  no  doubt  whatever  that  Parliament  intended  to 
confer  an  absolute  monopoly  of  Banking  on  the  Bank  of  England : 
but  by  strictly  defining  what  they  conceived  Banking  to  consist 
in,  they  overshot  their  mark,  and  ultimately  defeated  their  own 
purpose.  There  was  no  instance  at  that  time  of  any  Bank  which 
did  not  issue  its  own  Notes  :  nor  any  idea  that  a  Bank  could  be 
carried  on  without  issuing  Notes.  If  there  had  been,  Parliament 
would  certainly  have  provided  against  it.  If  the  words  had  been 
general  and  had  given  a  simple  monopoly  of  Banking,  no  other 
Bank  of  any  other  sort  or  description  exceeding  six  persons  could 
have  carried  on  business  in  England.  They  did  not,  and  could 
not  be  expected  to  foresee  that  Banking  in  populous  cities  could 
be  carried  on  without  issuing  Notes.  In  order  to  make  assurance 
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doubly  sure,  they  gave  what  they  conceived  to  be  the  definition  or 
description  of  Banking :  and  the  legal  effect  of  so  doing  was  to 
restrict  the  monopoly  alone  to  that  particular  method  of  Banking 
so  defined  or  described 

After  the  crisis  of  1825  the  Bank  consented  to  give  up  a 
portion  of  their  monopoly :  and  in  1826  Joint  Stock  Banks  were 
allowed  to  be  formed  and  issue  Notes  beyond  the  distance  of  65 
miles  from  London  :  provided  that  they  had  no  office,  and  did 
no  business  in  London.  If  they  did  business  in  London  they 
were  obliged  to  give  up  their  provincial  issues 

In  1793  the  London  bankers  of  their  own  accord  discontinued 
issuing  Notes :  and  showed  that  in  such  a  place  as  London,  what 
had  never  been  imagined  before,  banking,  or  at  least  some  kinds 
of  it,  can  be  carried  on  without  issuing  Notes,  but  by  means  of 
their  equivalents — Cheques.  About  1820  some  Economists  began 
to  scrutinize  the  Bank  Charter  Acts,  and  maintained  that  Joint 
Stock  Banks  might  be  established,  and  carry  on  their  business  in 
the  then  manner  of  London  bankers,  without  issuing  Notes, 
which  would  be  no  infringement  of  the  privileges  of  the  Bank. 
A  declaratory  clause  to  that  effect  was  inserted  in  the  Bank 
Charter  Act  of  1833  :  and  in  consequence  of  this  discovery,  and 
this  declared  common  law  right,  the  London  Joint  Stock  Banks 
were  founded 

Such  is  a  simple  statement  of  the  Law  of  the  case.  And 
with  respect  to  the  Scotch  Banks  opening  branches  in  London, 
or  any  other  part  of  England,  the  sole  question  is — Do  they  issue 
Notes  payable  at  less  than  six  months  in  England  ?  The  clear 
answer  is  that  they  do  not :  and  consequently  they  have  an 
undoubted  legal  right  to  open  branches  in  London,  or  any  other 
part  of  England,  if  they  choose.  It  would  be  perfectly  legal  for 
them  to  remove  their  head  offices  to  London,  and  maintain  their 
issues  in  Scotland  :  as  the  National  Bank  of  Ireland  has  its  head 
office  and  several  branches  in  London,  and  maintains  its  issues 
in  Ireland.  As  a  matter  of  fact  any  bank  in  any  part  of  the 
world  has  a  legal  right  to  open  branches  in  London  or  in  any 
part  of  England,  so  long  as  it  does  not  issue  Notes  payable  in 
less  than  six  mouths  in  England 
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Xo  doubt  it  is  a  grievance  that  the  National  Provincial  Bank 
was  obliged  to  abandon  its  lucrative  country  issues  on  com- 
mencing business  in  London  :  as  the  Capital  and  Counties  Bank 
has  also  had  to  do :  and  as  every  country  Bank  will  have  to  do 
that  establishes  its  head  office  in  London.  But,  whatever  the 
hardship  or  the  injustice  of  the  case  may  be,  the  remedy  certainly 
does  not  lie  in  a  puerile  attempt  to  deprive  the  Scotch  Banks  of 
their  legal  rights :  but  rather  in  the  revision  and  rectification  of 
the  chaotic  mass  of  absurdity  of  the  present  banking  system  of 
England,  which  the  logic  of  events  will  assuredly  in  course  of 
time  force  on  the  Government 

On  the  Transformation  of  Temporary  Credit  into  Permanent 

Capital 

25.  We  shall  now  give  an  example  of  the  doctrine  that  the 
Release  of  a  Debt  is  in  all  cases  equivalent  to  a  Payment  in 
Money,  which  may  surprise  some  of  our  readers,  and  of  which  we 
have  not  seen  the  slightest  notice  anywhere  else 

When  it  is  published  to  the  world  that  the  Bank  of  England 
has  a  paid  up  Capital  of  £16,000,000  :  and  that  the  several 
Joint  Stock  Banks  have  paid  up  Capital  of  some  millions,  most 
persons  take  it  for  granted  that  the  Banks  have  these  sums  paid 
up  in  hard  cash 

Nevertheless  this  is  a  profound  error.  Of  course  it  is  im- 
possible for  any  outsider  to  have  any  precise  knowledge  as  to  how 
much  of  these  amounts  was  ever  paid  up  in  actual  money.  But 
it  may  probably  be  said  with  safety  that  not  so  much  as  one  half 
of  these  various  amounts  was  ever  paid  up  in  real  money  :  but 
by  another  method  which  we  shall  now  describe  :  by  which  it 
will  appear  that  at  least  one  half  of  these  millions  of  "  Capital " 
was  never  anything  more  than  the  Bank's  own  Credit  turned  into 
"  Capital " 

To  explain  this,  we  may  observe  that  the  first  subscription  to 
the  Bank  of  England  was  £1,200,000  :  paid  of  course  in  actual 
money.  It  was  advanced  to  Government,  and  the  Bank  was 
allowed  to  issue  an  equal  amount  in  Notes,  which  were  of  course 
an  augmentation  of  the  Currency 
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In  1696  the  Bank  stopped  payment,  and  its  Notes  fell  to  a 
discount  of  20  per  cent. 

In  1697  Parliament  undertook  the  restoration  of  public 
credit  :  and  it  was  determined  to  increase  the  Capital  of  the 
Bank  by  £1,000,000.  But  not  one  penny  of  this  was  paid  up  in 
actual  money 

The  Act  directed  that  £800,000  of  the  subscription  should 
be  paid  up  in  Exchequer  Tallies,  or  Exchequer  Bills  :  and  the 
remaining  £200,000  in  the  Bank's  own  depreciated  Notes : 
which  were  received  at  their  full  value  as  Cash 

Thus,  of  its  first  increase  of  Capital  £200,000  consisted  of  its 
own  depreciated  Notes.  The  Bank  was  authorised  to  issue  an 
additional  amount  of  Notes  equal  to  its  increase  of  Capital.  At 
subsequent  increases  of  Capital  the  subscribers  might  pay  up  any 
amount  they  pleased  in  the  Bank's  own  Notes,  which  were  always 
held  as  equivalent  to  a  payment  in  Money :  and  an  increase  of 
Capital 

In  1727  the  Bank  of  Scotland  increased  its  Capital.  The 
subscription  was  paid  up  partly  in  the  Bank's  own  Notes.  An 
outcry  was  made  against  this.  But  the  Directors  justly  answered 
— "  But  the  objectors  do  not  at  all  consider  this  point,  for  the 
payments  are  many  of  them  made  in  specie :  and  Bank  Notes 
are  justly  reckoned  the  same  as  specie,  when  paid  in  on  a  call  of 
stock,  because  when  paid  in,  it  lessens  the  demand  on  the  Bank  " 

Hence  the  Directors  clearly  understood  that  the  Release  of  a 
Debt  is  in  all  respects  equivalent  to  a  Payment  in  Money 

The  Bank  had  issued  its  notes,  and  were,  of  course,  Debtors 
to  the  holders  of  them.  These  Debts  were  Negative  Quantities. 
The  subscribers  might  either  pay  in  Money  :  which  was  +  x  + : 
or  Release  the  Bank  from  its  Debts  :  which  was  —  x  —  :  and 
the  effect  of  either  transaction  was  exactly  the  same.  At  every 
increase  of  Capital  the  same  operations  would  be  repeated  :  pay- 
ment in  Money  and  in  the  Bank's  own  Notes  would  always  be 
treated  as  equivalent.  And  hence,  at  every  fresh  increase  of 
Capital  a  certain  amount  of  the  Bank's  own  Temporary  Credit 
was  turned  into  Permanent  Capital 

Thus  we  see  that  the  Parliament  of  England  and  the  Directors 
of  the  Bank  of  Scotland,  who  were  probably  equally  innocent  of 
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Roman  Law  and  Algebra,  simply  from  their  own  mercantile 
instinct  treated  the  Release  of  a  Debt  as  in  all  respects  equivalent 
to  a  Payment  in  Money 

Banks,  therefore,  which  issue  Notes  may  increase  their  Capital 
by  receiving  their  own  Notes  in  payment  :  by  which  they  turn 
their  own  Credit  into  Capital.  But  Banks  which  do  not  issue 
Notes  may  increase  their  Capital  exactly  in  the  same  way.  A 
customer  of  the  Bank  who  has  a  balance  at  his  Credit  is  in 
exactly  the  same  position  as  a  Noteholder.  If  he  wishes  to  sub- 
scribe to  an  increase  of  Capital  he  simply  gives  the  Bank  a 
Cheque  on  his  account.  This  is  equally  a  Release  from  a  Debt 
as  a  payment  in  the  Bank's  own  Notes  :  and  an  increase  of 
Capital 

If  the  customer  has  not  sufficient  on  his  account  to  pay  for 
the  stock  he  requires,  he  may  bring  the  Bank  bills  to  discount. 
The  Bank  discounts  those  bills  by  creating  a  Credit,  or  Deposit, 
in  his  favor  :  which,  of  course,  is  a  Negative  Quantity  exactly 
like  a  Bank  Note.  The  customer  then  gives  the  Bank  a  Cheque 
on  his  account — that  is,  he  Releases  the  Bank  from  the  Debt  it 
has  created  :  and  that  Debt  released  becomes  increase  of  Capital. 

This  is  the  way  in  which  the  Capital  of  all  Joint  Stock 
Banks  is  increased  :  and  it  may  go  on  to  any  extent  without  any 
payment  in  Money.  And,  consequently,  it  is  wholly  impossible 
for  any  one  who  has  not  had  access  to  the  books  of  the  Bank,  to 
ascertain  what  proportion  of  the  Capital  consists  of  payment  in 
Money  :  and  what  proportion  consists  of  the  Bank's  own  Tem- 
porary Credit  turned  into  Permanent  Capital 

On  the  Economical  Effects  of  Banking 

26.  Having  now  given  an  exposition  of  the  actual  mechanism 
of  the  different  kinds  of  Banks,  and  shown  the  entire  erroneous- 
ness  of  the  notions  of  Banking  which  are  still  prevalent  in  this 
country,  we  can  observe  its  Economical  effects 

The  business  of  a  Bank  is  not  to  borrow  Money  from  one  set 
of  persons  to  lend  to  another — it  is  to  build  up  a  superstructure 
of  Credit  on  a  given  basis  of  Bullion  several  times  exceeding  its 
amount,  which  Credit  is  intended  to  circulate  and  produce  all  the 
effects  of  Money 
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And  every  one  who  has  understood  the  mechanism  of  Banking 
has  seen  that  it  practically  augments  the  Capital  of  the  country 

Thus  John  Law  says  that  the  Bank  of  Scotland,  on  a  basis  of 
£10,000  in  Money,  was  able  to  maintain  £50,000  of  its  Notes  in 
circulation  :  which  he  says  was  equivalent  to  so  much  additional 
Money  to  the  country1 

He  also  says2 — "The  introduction  of  Credit  by  means  of  a 
Bank  augments  the  quantity  of  Money  more  in  one  year  than  a 
prosperous  commerce  would  do  in  ten,"  i.e.,  by  creating  circulat- 
ing Credit 

So  Bishop  Berkeley,  after  proposing  many  wise  queries  on 
Money  and  Credit,  says  that  a  Bank  is  a  Gold  Mine,  and  asks 
whether  it  is  not  the  true  philosophers'  stone  ? 

Alexander  Hamilton,  the  celebrated  financier  of  the  United 
States,  in  presenting  a  Report  to  Congress  on  the  advantages  of 
founding  a  National  Bank,  says — 

"  The  following  are  among  the  principal  advantages  of  a 
Bank— 

"  First  :  the  augmentation  of  the  active  or  Productive  Capital 

of  a  country It  is  a  well  established  fact  that 

Banks  in  good  Credit  can  circulate  a  far  greater  sum  than  the 

actual  quantum  of  their  Capital  in  gold  and  silver 

This  faculty  is  produced  in  various  ways — 

"  (1)  A  great  portion  of  the  Notes  which  are  issued  and 
pass  current  as  Cash  are  indefinitely  suspended  in  circulation 
from  the  confidence  which  each  holder  has  that  he  can,  at  any 
moment,  turn  them  into  gold  and  silver 

"  (2)  Every  loan  which  a  Bank  makes  is,  in  its  first  shape, 
a  Credit  given  to  the  borrower  in  its  books,  the  amount  of  which 
it  stands  ready  to  pay,  either  in  its  own  Notes,  or  Gold  or  Silver, 
at  his  option.  But  in  a  great  number  of  cases  no  actual  payment 
is  made  in  either The  same  circumstances  illus- 
trate the  truth  of  the  position,  that  it  is  one  of  the  properties  of 
banks  to  increase  the  active  Capital  of  a  Country.  This  additional 
employment  given  to  Money,  and  the  faculty  of  a  bank  to  lend 

^Money  and  Trade  considered 
^Lettres  sur  les 
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and  circulate  a  greater  sum  than  the  amount  of  coin,  are  to  all  the 
purposes  of  trade  and  industry  an  absolutely  Increase  of  Capital. 
Purchases  and  undertakings  in  general  can  be  carried  ou  by 
means  of  Rank  Paper,  or  Credit,  as  effectually  as  by  an  equal  sum 
of  gold  and  silver.  And  thus,  by  contributing  to  enlarge  the 
mass  of  industrious  and  commercial  enterprises,  banks  became 
nurseries  of  national  wealth — a  consequence  as  satisfactorily 
verified  by  experience  as  it  is  clearly  deducible  in  theory  " 

So  J.  B.  Say  says — "  If  Bills  of  Credit  could  replace  com- 
pletely metallic  Money,  it  is  evident  that  a  Bank  of  Circulation 
veritably  augments  the  sum  of  National  Wealth  :  because  in  this 
case,  the  metallic  wealth  becoming  superfluous  as  an  agent  of 
circulation,  and  nevertheless  preserving  its  own  value,  becomes 
disposable  and  can  serve  other  purposes.  But  how  does  that 
substitution  take  place  ?  What  are  its  limits  ?  What  classes  of 
society  make  their  profit  of  this  interest  of  the  new  fund  added 
to  the  Capital  of  the  nation  f 

"  According  as  a  bank  issues  its  Notes,  and  the  public  consents 
to  receive  them  on  the  same  footing  as  metallic  money,  the 
number  of  monetary  units  increases 

"  If,  suppose,  it  issues  one  hundred  millions  of  Notes,  it  will 
withdraw,  perhaps,  forty  millions  in  specie,  which  it  will  put  in 
reserve  to  meet  the  payments  which  may  be  demanded  of  it. 
Therefore,  if  it  adds  to  the  quantity  of  money  in  circulation,  and 
if  it  withdraws  forty  millions  from  circulation,  it  is  as  if  it  added 
only  sixty  millions 

"  We  wish  now  to  learn  what  class  of  society  enjoys  the  use  of 
this  New  Capital " 

Say  then  goes  on  to  explain  how  this  New  Capital  is  em- 
ployed, and  who  reaps  the  benefit  of  it 

And  J.  B.  Say  is  the  writer  who  said  that  those  who  say  that 
Credit  is  Capital  maintain  that  the  same  thing  can  be  in  two 
places  at  once  !  ! 

Gilbart  says — "  Bankers  also  employ  their  own  Credit  as 
Capital.  They  issue  Notes  promising  to  pay  the  bearer  on 
demand.  As  long  as  the  public  are  willing  to  take  these  Notes 
as  gold,  they  produce  the  same  effects.  The  banker  who  make* 
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advances  to  the  agriculturist,  the  manufacturer,  or  the  merchant, 
in  his  own  Notes,  stimulates  as  much  the  productive  powers  of 
the  country,  and  provides  employment  for  as  many  laborers,  as 
if,  by  means  of  the  philosophers'  stone,  he  had  created  an  equal 
amount  of  solid  gold.  It  is  this  feature  of  our  banking  system 
that  has  been  most  frequently  assailed.  It  has  been  called  a 
system  of  fictitious  Credit — a  raising  the  wind — a  system  of 
bubbles.  Call  it  what  you  please,  we  will  not  quarrel  with 
names  :  but  by  whatever  name  you  please  to  call  it,  it  is  a 
powerful  instrument  of  production.  If  it  be  a  fictitious  system, 
its  effects  are  not  fictitious  :  for  it  leads  to  the  feeding,  the 
clothing,  and  the  employing  of  a  numerous  population.  If  it  be 
a  raising  of  the  wind,  it  is  the  wind  of  commerce,  that  bears  to 
distant  markets  the  produce  of  our  soil,  and  wafts  to  our  shores 
the  productions  of  every  climate.  If  it  be  a  system  of  bubbles, 
they  are  bubbles  which,  like  those  of  steam,  move  the  mighty 
engines  that  promote  a  nation's  greatness  and  a  nation's  Wealth." 
What  Gilbart  says  about  Notes  is  all  true :  but  he  omits  to 
mention  that  Banking  Credits  circulated  by  means  of  Cheques 
have  exactly  the  same  effects  as  Banking  Credits  which  are  circu- 
lated by  Notes 

Demolition  of  the  «  Wages  Fund  "  Theory 

27-  The  exposition  of  the  actual  mechanism  of  Banking 
which  we  have  given,  demolishes  a  Theory  which  was  long  held 
by  some  Economists,  commonly  called  the  "  Wages  Fund " 
Theory  :  though  we  believe  that  all  Economists  of  repute  have 
now  abandoned  it 

A  considerable  number  of  Economists  stoutly  maintained  that 
Wealth  is  to  be  restricted  to  material  things  only,  such  as  Money. 

They  then  contended  that  Wages  are  paid  exclusively  in 
material  Money  :  and  they  called  the  quantity  of  Money  paid  in 
Wages  the  "  Wages  Fund,"  and  maintained  that  it  could  not  be 
exceeded.  Capital,  they  insisted,  was  composed  only  of  material 
things,  and  savings  of  the  past 

They  then  maintained  that  Wages  depend  on  the  ratio  between 
Capital  and  population 
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This  was  an  error  to  begin  with  :  because  all  the  Money  spent 
as  Wages,  is  not  used  as  Capital,  i.e.9  expended  with  the  intention 
of  making  a  profit  by  it 

A  very  large  portion  of  Money  spent  as  Wages  is  not  Capital, 
but  an  expenditure  of  Income 

Wages  only  spent  for  the  purpose  of  profit :  such  as  agricul- 
tural, manufacturing  and  commercial  wages,  are  Capital 

Now  there  is  an  important  difference  between  Wages  spent  as 
Income  and  Wages  laid  out  as  Capital.  In  the  former  case 
there  is  no  limit  to  them  but  the  absolute  rule  of  Supply  and 
Demand  :  in  the  latter  case  there  is 

If  I  want  professional  services  of  the  highest  order,  there  is 
no  limit  to  the  price  which  must  be  paid.  A  surgical  operation 
of  great  delicacy,  which  may  only  last  a  minute  or  two,  may 
perhaps  cost  £150,  when  performed  by  a  person  of  the  most 
eminent  skill.  On  one  occasion  a  very  eminent  counsel  received 
£2,000  for  half-an-hour's  work.  So  the  wages  paid  to  servants 
of  all  sorts  are  only  determined  by  the  Law  of  Supply  and 
Demand 

But  when  Wages  are  laid  out  as  Capital,  the  case  is  different. 
In  such  cases  the  amount  which  a  Capitalist  can  afford  to  pay  as 
wages  is  limited  and  controlled  by  the  profits  which  he  expects  to 
make  by  the  sale  of  the  product.  If  the  price  of  the  product 
could  be  forced  up  indefinitely,  wages  might  no  doubt  be  forced 
up  indefinitely.  But  that  is  very  far  from  being  the  case.  No 
expenditure  upon  a  product  can  force  up  its  price  indefinitely. 
The  value  of  the  product  is  solely  governed  by  the  great  general 
Law  of  Supply  and  Demand.  And  as  no  Capitalist  can  continue 
to  produce  for  any  length  of  time  unless  he  receives  his  usual 
profits,  he  cannot  afford  to  give  more  as  Wages  than  will  allow 
him  to  obtain  that  profit.  Hence,  if  he  cannot  reduce  wages,  he 
must  cease  to  produce.  Thus,  in  all  cases  of  Wages  expended  as 
Capital,  there  is  a  natural  cast-iron  limit  which  they  cannot 
exceed,  however  much  they  may  fall  short  of  it 

We  shall  now  allow  the  originators  of  the  Wages  Fund  Theory 
to  speak  for  themselves 

Senior  says  that  the  proximate  cause  which  decides  the  rate 
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of  wages  is  the  extent  of  the  Fund  (What  Fund  ?)  for  the 
maintenance  of  laborers  compared  with  the  number  of  laborers  to 
be  maintained 

Jones,  who  expressly  confines  Wealth  to  material  objects  only, 
says  that  Wages  depend  upon  the  amount  of  Wealth  devoted  to 
maintaining  laborers 

"  The  amount  of  Wealth  devoted  to  the  maintenance  of  labor 
constitutes  the  Labor  Fund  of  the  world,  and  the  amount  so 
devoted  in  any  country  constitutes  the  Labor  Fund  of  that 
country 

"  The  third  division  of  the  Labor  Fund  consists  of  what  is 
properly  called  Capital,  that  is  of  the  stored-up  results  of  past 
Labor,  used  with  a  view  to  profit  " x 

But  is  this  the  fact  ?  Are  Wages  only  paid  out  of  the  Money 
which  is  the  result  of  past  savings  ?  Are  Wages  only  paid  in 
specie  ?  No  one  who  has  the  slightest  acquaintance  with  practical 
business  can  fail  to  perceive  that  such  an  idea  is  altogether 
erroneous.  Every  practical  man  knows  that  enormous  masses  of 
Wages  are  paid  in  Credit 

Mill,  himself,  says2 — "  When  Paper  Currency  [i.e.,  Credit]  is 
supplied  in  our  country  by  bankers  and  banking  companies,  the 
amount  is  almost  wholly  turned  in  Productive  Capital.  .  . 
So  employed  it  yields  like  any  other  Capital,  wages  of  labor,  and 
profits  of  stock.  .  .  .  The  Capital  itself,  on  the  long  run, 
becomes  entirely  Wages,  and  when  replaced  by  the  sale  of  the 
produce,  becomes  W^ages  again  :  thus  affording  a  perpetual  fund 
for  the  maintenance  of  Productive  Labor  :  and  increasing  the 
annual  produce  of  the  country  by  all  that  can  be  produced  by 
the  means  of  a.  Capital  of  that  value  " 

He  also  says3 — u  An  effect  of  this  latter  character  naturally 
attends  some  extensions  of  Credit,  especially  when  taking  the 
form  of  Bank  Notes,  or  other  instruments  of  Exchange.  The 
additional  Bank  Notes  {i.e.,  Credit]  are  in  ordinary  course  first 
issued  to  producers  and  dealers,  to  be  employed  as  Capital 

i  Lectures  on  Political  Economy,  pp.  114,  414,  415,  420 
*Princ.  of  Pol.  Econ.,  Bk.  II.,  ch.  12,  §  5 
3  Princ.  of  Pol  Econ.,  Bk.  III.,  c.  2,  §  1 
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These  are  the  doctrines  which  we  have  fully  exemplified  in 
the  operations  of  the  Cash  Credits  of  the  Scotch  Banks.  The 
whole  of  the  agricultural  improvements,  Canals,  Docks,  Harbors, 
Railways,  and  Public  Buildings,  were  constructed  by  laborers  : 
and  whence  was  the  Fund  provided  which  furnished  their  Wages? 
Simply  from  the  Banks  issuing  their  £1  Notes 

And  yet  it  is  the  very  same  Mill  who  sneers  at  the  imbecility 
and  the  confused  ideas  of  those  who  say  that  Credit  may  be  used 
as  Capital  ! 

"  Credit,"  he  says,1  has  a  great,  but  not,  as  many  people  seem 
to  suppose,  a  magical  power  :  it  cannot  make  something  out  of 
nothing.  How  often  is  an  extension  of  Credit  talked  of  as  equiva- 
lent to  a  creation  of  Capital,  or  as  if  Credit  actually  were 
Capital!" 

Mill  says2 — "  Since,  therefore,  the  rate  of  Wages  which  results 
from  competition  distributes  the  whole  Wages  Fund  among  the 
whole  laboring  population  " 

Mill  lays  it  down  as  a  fundamental  proposition  that  "  Industry 
is  limited  by  Capital"  But  what  intelligible  meaning  can  be 
given  to  this  expression,  unless  we  first  distinctly  define  what 
Capital  is  ? 

All  the  writers  who  support  the  Wages  Fund  Theory  affirm 
that  it  consists  of  Capital,  which  they  say  is  only  the  accuirmla- 
tion  of  the  savings  of  the  past.  They  maintain  that  it  is  only 
increased  capital  that  can  lead  to  the  increased  employment  of 
labor,  and  that  that  increased  Capital  can  only  arise  from  the 
increased  savings  of  labour 

Mill  also  says  that  Credit  is  not  Productive  Power  :  and  that 
the  Productive  Funds  of  the  country  are  not  increased  by  Credit : 
in  fiat  contradiction  to  his  express  statements  in  the  preceding 
paragraphs 

As  a  matter  of  fact,  Credit  forms  at  least  99  per  cent,  of  the 
Productive  Capital  of  the  country 

Thus  we  see  at  every  turn  in  Economics  the  indispensable 
necessity  of  establishing  clear  and  distinct  Concepts  and  Defini- 
tions of  Wealth,  Credit,  Capital,  &c.  Modern  Commerce  is 

i  Princ.  of  Pol.  JEcon.,  Bk.  in.,  ch.  2,  §  1 

2  Princ.  of  Pol.  Econ.,  Bk.  II.,  ch.  12 
VOL.  II.,  PART  1  T 
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utterly  unintelligible  unless  Credit  is  included  under  the  term 
Capital  :  and  the  doctrine  that  Industry  is  limited  by  Capital  is 
utterly  false,  if  Capital  be  restricted  only  to  Money,  the  realised 
savings  of  the  past 

The  Wages  Fund  consists  of  Money  together  with  Credit — 
the  realised  profits  of  the  past,  together  with  the  expected  profits 
of  the  future  :  as  we  have  over  and  over  again  set  forth — Every 
future  profit  has  a  Present  Value — and  that  Present  Value  may 
be  brought  into  commerce  and  made  Capital  of  as  part  of  the 
Wages  Fund,  exactly  in  the  same  way  as  Money,  the  accumulation 
of  the  past 

On  John  Stuart  Mill's  notions  on  Banking  and  Currency 

28.  Having  now  given  an  exposition  of  the  actual  mechanism 
and  Economical  effects  of  Banking,  we  are  constrained  to  con- 
trast them  with  the  dogmas  of  John  Stuart  Mill,  not  from  any 
love  of  controversy,  which  we  cordially  dislike,  but  simply 
because  Mill's  work  is  the  one  which  is  still  usually  put  into  the 
hands  of  unfortunate  students  of  Economics 

Mill  says1 — "  Further  consideration  showed  that  the  uses  of 
Money  are  in  no  respect  promoted  by  increasing  the  quantity 
which  exists  and  circulates  in  a  country  :  the  service  which  it 
performs  being  as  well  rendered  by  a  small  as  by  a  large  aggre- 
gate amount " 

This  certainly  is  somewhat  startling  doctrine.  If  only  a 
certain  amount  of  work  could  be  done  there  would  be  something 
true  in  it.  But  in  almost  all  countries  is  it  not  possible  to 
develope  new  works  and  new  industry  by  introducing  new 
Capital  ?  According  to  this  dogma,  the  introduction  of  new 
Capital  into  a  country  can  do  it  no  service.  But  do  not  facts 
everywhere  rise  up  in  contradiction  to  such  a  dogma  ?  It  is  usually 
supposed  that  the  very  thing  which  poor  countries  want  is  the 
introduction  of  new  Capital.  Of  course,  if  the  introduction  of 
new  Capital  can  do  no  good,  the  withdrawal  of  Capital  can  do 
no  harm 

How  could  the  colossal  Commerce  of  England  be  carried  on 

1  Preliminary  Remarks  p.  4. 
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without  the  thousands  of  millions  of  Credit  in  the  form  of  Bills 
of  Exchange,  Bank  (.'ivdits,  and  Trade  Credits  ?  Does  any  sane 
man  suppose  that  the  present  commerce  of  England  could  be 
carried  on  if  all  the  forms  of  Credit,  which  every  Economist  of 
repute  knows  perfectly  is  equivalent  to  an  augmentation  of  so 
much  money,  were  annihilated,  and  nothing  but  the  paltry 
amount  of  gold  and  silver  left  ? 

Has  not  the  prodigious  increase  of  the  Wealth  of  Scotland 
during  the  last  150  years  been  mainly  due  to  the  Cash  Credits  of 
the  Scotch  Banks  ?  And  the  same  is  true  in  a  lesser  degree  of 
Ireland.  Have  not  most  of  the  Indian  Railways  been  constructed 
mainly  by  the  supplies  of  British  Capital  poured  into  the  country? 
Is  not  every  country  in  the  world  clamoring  for  British  Capital  ? 
Even  in  the  United  States  have  not  vast  amounts  of  enterprise 
been  developed  by  British  Capital  ?  If  the  Scottish  system  of 
Banking  could  be  gradually  and  cautiously  introduced  into  India, 
it  would  give  a  prodigious  stimulus  to  the  Wealth  of  India  :  and 
perhaps  even  render  her  independent  of  British  Capital 

Mill  again  says1 — "  Another  of  the  fallacies  from  which  the 
advocates  of  an  inconvertible  Paper  Currency  derive  support, 
is  the  notion  that  an  increase  of  the  Currency  quickens  industry. 
The  idea  was  set  afloat  by  Hume  in  his  essay  on  Money,  and  has 
had  many  devoted  adherents  since  " 

Have  not  the  prodigious  creations  of  Credit  quickened 
industry  ? 

Any  one  who  had  the  least  experience  of  practical  business, 
and  will  study  the  practical  effects  of  Banking,  knows  that  it  is 
no  fallacy  at  all  that  an  increase  of  Capital,  either  by  the  intro- 
duction of  fresh  Money  or  by  the  creation  of  Credit  within 
legitimate  limits,  quickens  industry.  But  of  course  this  does 
not  mean  Credit  without  limit :  but  Credit  created  within  certain 
strictly  defined  scientific  limits 

Mill's  dogmas  would  certainly  not  meet  with  acceptance  from 
statesmen  or  from  practical  men  of  business 

Mill  further  says2 — "  A  banker's  profession  being  that  of  a 
Money  Lender,  his  issue  of  Xotes  is  simply  an  Extension  of  his 
ordinary  occupation  " 

i  Bk.  in.,  ch.  13,  §  6  *  Bk.  III.,  ch  22,  §  2 
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We  have  shown  that  it  is  a  total  misconception  of  the  nature 
of  the  business  of  Banking  to  say  that  it  consists  in  Lending 
Money.  The  business  of  a  banker  consists  in  buying  Money  and 
Debts  by  creating  other  Debts,  which  may  exceed  several  times 
the  amount  of  Cash  he  holds,  which  may  be  circulated  either  by 
means  of  Notes  or  Cheques  :  and  are  equivalent  in  all  respects  to 
the  creation  of  an  equal  amount  of  Money 

Issuing  Bank  Notes,  therefore,  is  not  an  extension  of  a  banker's 
ordinary  business.  It  is  the  very  essence  of  his  business.  For- 
merly banking  was  defined  to  consist  in  issuing  Notes.  In  the 
present  day  Cheques  have  to  an  immense  extent  superseded  Notes. 
The  very  essence  of  Banking  is  to  create  Credit :  and  whether 
these  Credits  are  circulated  by  means  of  Notes  or  Cheques  in  no 
way  alters  the  nature  of  Banking  :  but  is  a  pure  matter  of  con- 
venience 

Mill  then  says1 — "  But  if  the  Paper  Currency  is  convertible, 
Coin  may  still  be  obtained  from  the  issuers  in  exchange  for  Notes , 
All  additional  Notes,  therefore,  ivhich  are  attempted  to  be  forced 
into  circulation  after  the  metals  have  been  completely  superseded, 
will  return  upon  the  issuers  in  exchange  for  coin" 

He  also  says2 — "  When  metallic  money  had  been  entirely 
superseded  and  expelled  from  circulation  by  the  substitution  of  an 
equal  amount  of  Bank  Notes,  any  attempt  to  keep  a  still  further 
quantity  of  Paper  in  circulation  must,  if  the  Notes  be  convertible, 
be  a  complete  failure.  The  metals  would,  as  before,  be  required 
for  exportation,  and  would,  for  that  purpose,  be  demanded  from 
the  Banks  to  the  full  extent  of  the  superfluous  Notes,  which  thus 
could  not  possibly  remain  in  circulation  " 

The  preposterous  folly  of  these  dogmas  is  shown  by  the  fact 
that  when  the  Bank  of  Scotland  was  founded,  although  it  was  the 
only  Bank  in  Scotland,  upon  a  deposit  of  £10,000  in  money  by 
its  shareholders,  it  was  able  to  maintain  £50,000  of  its  Notes  in 
circulation,  which  John  Law  justly  says  was  equivalent  to  an 
augmentation  of  the  money  of  the  country 

At  the  present  day  the  English  Joint  Stock  Banks  usually 
keep  a  reserve  of  about  one-tenth  in  cash  to  support  the  circula- 
tion of  their  Credits  :  and  they  have  about  £800,000,000  of 
Deposits  or  Bank  Credits 

1  Bk.  II.,  ch.  13,  §  1  2  Bk.  III.,  ch.  22,  §  3 
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But  in  Scotland,  where  the  system  of  Credit  is  more  perfectly 
and  highly  organised  than  in  England,  the  Bankers  only  find  it 
necessary  to  keep  cash  to  the  one  twenty-second  part  of  their 
Credits  in  various  forms.  Upon  a  reserve  in  cash  of  about 
£4,500,000  they  maintain  in  circulation  Credits  not  far  short  of 
£100,000,000 

According  to  Mill's  dogmas,  such  a  state  of  things  would  be 
impossible  :  but  all  the  Credit  created  in  excess  of  the  Cash  held 
would  at  once  return  upon  the  Banks  for  payment !  This  shows 
the  folly  of  men  writing  books  and  setting  themselves  up  as  a 
guide  upon  matters  of  which  they  do  not  take  the  least  pains  to 
inform  themselves 

Mill  then  says1 — "The  substitution  of  Paper  for  Metallic 
Currency  is  a  national  gain  :  any  further  increase  of  Paper 
beyond  this  is  a  form  of  Robbery ! 

"  An  issue  of  Notes  is  a  manifest  gain  to  the  issuers,  who, 
until  the  Notes  are  returned  for  payment,  obtain  the  use  of  them 
as  if  they  were  real  Capital,  and  so  long  as  the  Notes  are  no 
permanent  addition  to  the  Currency,  but  merely  supersede  gold  or 
silver  to  the  same  amount,  the  gain  of  the  issuers  is  a  loss  to  no 
one  :  it  is  obtained  by  saving  to  the  community  the  expense  of 
the  more  costly  material.  But  if  there  are  no  gold  and  silver  to 
be  superseded — if  the  Notes  are  added  to  the  Currency,  instead 
of  being  substituted  for  the  metallic  portion  of  it — all  holders  of 
Currency  lose  by  the  depreciation  of  its  value  the  exact  equivalent 
of  what  the  issuers  gain" 

Now  how  is  it  possible  for  a  banker  to  make  a  profit  by 
issuing  Notes  if  he  is  obliged  to  keep  an  exactly  equal  quantity 
of  gold  ?  How,  on  such  a  system,  is  the  community  saved  the 
cost  of  the  more  costly  material  ?  No  Bank  ever  constructed  on 
this  principle  ever  did,  or  by  any  possibility  could,  make  profits 

Now  Mill  asserts  that  for  a  Banker  to  create  Credit  in  excess 
of  the  Cash  he  holds  is  Robbery  ! 

But  all  profits  in  Banking  are  made  by  creating  Credit  in 
excess  of  Cash 

Therefore,  all  profits  made  in  Banking  are  Robbery ! ! 

iBk.  III.,  ch.  13,  §  5 
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Certainly  Mill  is  an  Economist  who  ought  to  be  very  popular 
among  bankers 

But  if  it  is  Robbery  for  bankers  to  create  Credit  in  excess  of 
the  gold  they  hold,  it  must  be  equally  robbery  for  merchants  to 
create  Credit  in  excess  of  the  gold  they  hold 

Now  merchants  create  Credit,  not  because  they  have  gold  at 
the  time  they  create  it :  but  because  they  expect  to  be  in  posses- 
sion of  gold,  or  its  equivalent,  at  the  time  the  bill  falls  due 

"We  have  shown  that  John  Law,  Say,  Hamilton,  Gilbart,  and 
all  persons  practically  conversant  with  the  mechanism  of  banking, 
declare  that  if  a  Bank  can  maintain  in  circulation  a  quantity  of 
Credit  in  excess  of  the  Cash  it  holds,  that  is  for  all  practical 
purposes,  an  augmentation  of  the  Capital  of  the  country 

But  Mill  declares  that  it  is  Robbery ! 

Such  is  the  beautiful  harmony  of  doctrine  among  Economists  ! 

"We  have  now  pursued  our  distasteful  task  sufficiently  far  to 
show  what  an  untrustworthy  guide  Mill  is  on  all  matters  relating 
to  Banking  and  the  Currency.  If  we  had  chosen,  we  could  have 
shown  his  inconsistencies  and  self-contradictions  at  much  greater 
length  :  but  that  would  have  been  far  too  great  a  tax  upon  the 
patience  of  our  readers  :  and  what  we  have  shown  is  amply 
sufficient  for  our  purpose 
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CHAPTER  X 
OX  THE  FOREIGN  EXCHANGES 

Definition  of  an  Exchange 

1.  An  "Exchange"  in  commerce  is  when  a  person  pays  a 
Debt  he  owes  to  a  Creditor  by  transferring  to  him  a  Debt  due  to 
him  from  some  one  else 

It  is  a  Delegatio :  or  one  form  of  a  Novatio 

Thus  where  a  person  pays  his  Creditor  by  a  Bank  Note  or  by 
a  Cheque  on  his  banker  :  or  by  drawing  a  Bill  of  Exchange  on 
another  person  :  it  is  an  "Exchange" 

Two  passengers  are  travelling  in  an  omnibus.  The  fare  is 
sixpence,  one  passenger  pays  the  conductor  a  shilling.  The  con- 
ductor is  then  indebted  to  that  passenger  in  sixpence.  Another 
passenger  has  a  sixpence  in  his  hand  ready  to  pay  his  fare.  The 
conductor  by  a  nod  tells  him  to  give  the  sixpence  to  the  first 
passenger.  By  this  operation  both  Debts  are  paid.  The  Debt 
of  the  conductor  to  the  first  passenger  :  and  the  Debt  of  the 
second  passenger  to  the  conductor:  are  paid  by  one  operation. 
The  whole  transaction  is  an  "  Exchange  " 

Out  of  these  tiny  germs  is  developed  the  whole  vast  and 
complicated  system  of  the  Foreign  Exchanges 

Three  parties  and  two  Debts  are  thus  necessary  to  an 
"Exchange" 

The  "  Exchanges  "  is  that  branch  of  Commerce  which  treats 
of  the  remission  and  settlement  of  Debts  between  parties  living 
in  different  places  either  within  or  beyond  the  limits  of  the  same 
country  :  and  of  the  Exchange  of  the  Money  of  one  country  for 
that  of  another 

The   State   of    the  Exchanges   between   any   two   places   or 
countries  depends  upon  two  distinct  things — 
1.     The  State  of  the  Moneys  of  the  two  places 
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2.  The  State  of  the  Commercial  dealings  between  the  two 
places 

The  State  of  the  Exchanges  which  depends  on  the  state  of  the 
Moneys  of  the  two  places  is  called  the  Nominal  Exchange 

The  State  of  the  Exchanges  which  depends  on  the  state  of 
Commercial  dealings  between  the  two  places  is  called  the  Real, 
or  the  Commercial  Exchange 

On  the  Nominal  Exchange 

2.  For  the  due  understanding  of  the  Exchanges,  we  may 
refer  our  readers  back  to  the  fundamental  principles  of  Bullion 
and  Coin  in  a  previous  chapter 

Suppose  that  the  Coinages  of  two  countries  are  made  of  the 
same  Metal,  and  the  Coinage  of  one  country  is  taken  as  the 
standard  :  then  the  Quantity  of  the  Coin  of  the  other  country, 
which  contains  exactly  the  same  Quantity  of  pure  Metal  is  called 
the  Par  of  Exchange  between  the  two  countries 

Suppose  that  the  Exchanges  between  England  and  France  were 
estimated  in  Gold.  There  is  as  near  as  possible  one-fourth  more 
pure  Gold  in  an  English  sovereign  than  in  a  French  20-franc 
piece 

If  the  English  sovereign  were  taken  as  the  standard,  it  would 
be  equal  to  1*25  of  a  20-franc  piece:  and  1*25  would  be  the 
par  of  Exchange  between  England  and  France 

The  Exchanges  between  England  and  France  are,  however,  not 
estimated  in  gold,  but  in  Silver.  Moreover  the  English  Sovereign 
is  not  exactly  1'25  of  a  20-franc  gold  piece.  Accordingly  25'21 
was  usually  considered  as  the  Par  of  Exchange  between  England 
and  France  when  Gold  was  fixed  at  the  ratio  of  1  to  15^  to  Silver : 
which  ratio  is  now  only  maintained  by  the  French  Mint  being 
closed  to  the  free  coinage  of  Silver  for  the  public 

There  can   le  no  Fixed  Par  of  Exchange   between   Countries 
which  use  Different  Metals  as  their  Legal  Standard 

3.  There   can   only  be  a  Real  Par   of   Exchange  between 
countries  when  they  use  the  Same  Metal  as  their  Legal  Standard. 
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There  can  be  no  fixed  Par  of  Exchange  between  countries 
which  use  different  Metals,  such  as  Gold  and  Silver,  for 
their  Legal  Standard.  The  relative  Market  Value  of  the 
two  metals  is  constantly  varying  from  causes  entirely  beyond 
the  control  of  any  Law.  It  has  already  been  shown  that 
the  Yalue  of  the  Coins  when  issued  in  unlimited  quantities 
strictly  follows  the  Market  Yalue  of  the  metals.  It  is  no 
more  possible  to  have  a  fixed  price  of  one  in  terms  of  the 
other,  than  to  have  a  fixed  legal  price  of  corn  or  meat 
or  any  other  commodity.  If  there  is  to  be  a  fixed  price  of 
one  in  terms  of  the  other,  the  coin  whose  value  is  to  be  fixed 
must  be  strictly  limited  in  quantity.  Thus  at  the  present  time 
in  France  five-franc  pieces  are  maintained  at  the  ratio  of  15^  to 
1  to  gold,  because  the  French  mints  are  closed  to  the  free  coinage 
of  silver.  If  silver  were  coined  in  France  in  unlimited  quantities, 
the  value  of  the  five-franc  pieces  would  fall  to  the  ratio  of  about 
35  to  1  to  gold.  So  in  England  the  value  of  shillings  is  main- 
tained by  strictly  limiting  their  quantity.  The  artificial  value  of 
shillings  to  gold  is  20  to  1  :  but  if  shillings  were  freely  coined 
their  value  would  be  about  38  or  40  to  1  to  gold.  So  the  Indian 
Government  has  recently  closed  its  mints  to  the  coinage  of  silver, 
to  prevent  the  further  fall  in  the  value  of  the  rupee.  Every 
Government  which  uses  gold  as  the  Legal  Standard  and  silver 
coins  as  subsidiary,  allows  gold  to  be  coined  in  unlimited  quan- 
tities, but  restrains  the  issue  of  silver  within  its  own  discretion 

In  1797,  when  the  Bank  of  England  stopped  payment,  the 
House  of  Lords  appointed  a  Committee  to  investigate  the  subject. 
The  Committee,  among  other  things,  wished  to  ascertain  the  Par 
of  Exchange  between  London  and  Hamburg,  and  they  examined 
several  merchants  upon  the  question.  But  the  merchants  were 
quite  unable  to  agree  among  themselves  what  the  true  Par  of 
Exchange  between  the  two  places  was  :  and  the  Committee 
reported  that  they  were  unable  to  come  to  a  satisfactory  conclu- 
sion on  the  point 

There  cannot  in  the  nature  of  things,  be  any  true  or  fixed 
Par  of  Exchange  between  England  and  any  country  which  uses 
a  Silver  Standard.  It  is  only  possible  to  say  that  such  is  the 
usual  Rate  of  Exchange  between  them.  Hence,  when  it  is  said 
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that  25-21  francs  is  the  Par  of  Exchange  between  England  and 
France,  it  only  means  that  such  was  reckoned  as  the  usual  Rate 
of  Exchange  between  them,  before  the  recent  great  disturbance 
in  the  relative  value  of  the  two  metals.  And  even  the  best 
authorities  differed  by  several  centimes.  And  between  such 
countries  it  is  sometimes  impossible  to  decide  certainly  which 
way  the  Exchange  is,  unless  the  difference  exceeds  a  certain 
amount 


On  the  Effects  of  a  Depreciated  Coinage  on  the  Exchanges 

4.  Coins  may  circulate  in  their  own  country  at  their  full 
nominal  value  after  they  have  lost  a  good  deal  of  their  legal 
weight  by  wear  and  tear,  because  persons  in  general  are  not  very 
rigorous  in  weighing  every  Coin  they  receive 

But  when  they  are  exchanged  for  Bullion,  or  for  the  Coins  of 
a  foreign  country,  they  are  always  weighed  and  exchanged 
weight  for  weight.  If,  therefore,  for  any  reason  whatever,  the 
English  Coins  have  become  degraded,  worn,  or  clipped,  and  so 
lost  their  proper  weight,  they  will  evidently  not  buy  so  much 
Bullion  or  full-weighted  francs,  as  if  they  were  of  their  full 
weight 

If  English  sovereigns  were  in  this  depreciated  state  they 
might  perhaps  only  purchase  24  francs  instead  of  25'21  francs. 
This  would  be  called  a  Fall  in  the  Foreign  Exchanges 

Or  if  an  English  merchant  were  obliged  to  pay  a  Debt  of 
2,521  francs  in  Paris  he  would  have  to  give  more  than  £100  to 
purchase  them.  This  would  be  called  a  Rise  in  the  Foreign 
Exchanges  :  and  the  Exchange  would  be  said  to  be  so  much 
Against  England  by  the  amount  of  the  difference 

When  English  Coin  is  used  to  purchase  French  Coin,  it  may 
be  looked  at  in  two  points  of  view— 

1.  A  Fixed  amount  of  English  Coin  may  be  used  to  purchase 
an  Uncertain  amount  of  French  Coin 

2.  An  Uncertain  amount  of  English  Coin  may  be  used  to 
purchase  a  Fixed  amount  of  French  Coin 
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In  the  first  point  of  view  a  Fixed  amount  of  depreciated 
English  Coin  will  buy  a  Less  amount  of  French  Coin 

In  the  second  point  of  view  it  will  require  a  Greater  amount 
of  depreciated  English  Coin  to  purchase  a  Fixed  amount  of 
French  Coin 

Hence  when  a  Depreciated  Coinage  is  said  to  produce,  a  Fall  in 
the  Foreign  Exchanges,  it  means  that  a  Fixed  amount  of  English 
( 1oin  will  purchase  a  Less  amount  of  Foreign  Coin 

When  a  Depreciated  Coinage  is  said  to  produce  a  Rise  in  the 
Foreign  Exchanges,  it  means  that  it  requires  a  Greater  amount  of 
English  Coin  to  purchase  a  Fixed  amount  of  Foreign  Coin 

A  clear  understanding  of  these  expressions  will  prevent  any 
confusion  arising,  when  they  are  used  indiscriminately,  as  they 
often  are,  in  discussions  on  the  Exchanges.  They  are  not 
contradictory,  as  they  might  appear  to  be  :  they  only  refer  to 
two  different  methods  of  estimating  the  Coinage 

It  is  evident  that  the  adverse  state  of  the  Exchanges  will  con- 
tinue so  long  as  the  Depreciation  of  the  Coinage  exists:  and  that 
a  restoration  of  the  Home  Coinage  to  its  proper  state  will  at  once 
rectify  the  Exchanges 

It  is  also  evident  that  a  Depreciation  of  the  Coinage  by  a 
Debasement  of  its  Purity  will  produce  exactly  the  same  effects  : 
because  in  all  cases  it  is  the  quantity  of  pure  metal  which  is 
regarded  :  and  this  is  equally  diminished  by  a  degraded  state  of 
the  Coinage,  or  by  a  Debasement  of  its  purity 

If  the  Coinage  is  in  a   Depreciated   State,  to  determine  ivheth&r 
the  Exchange  is  Favorable,  at  Par,  or  Adverse 

5.  "\Vhen  the  English  Coinage  is  at  its  full  legal  weight, 
£100  in  sovereigns  will  purchase  2,521  French  silver  francs 

Suppose  that  the  Coinage  became  Depreciated,  so  that  the 
Market  Price  of  Bullion  rises  to  £4  3s. 

Then  the  Market  Price  of  £100  of  full  weighted  Coin  is  £106 
11s.  l\d. 

Suppose  that  the  Exchange  on  Paris  is  23'80  :  or  that  £100 
of  the  current  coin  will  purchase  2,380  francs  :  then  £106  11s.  7V. 
will  purchase  2,G3G-G3  francs 
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But  as  the  Par  at  the  Mint  Price  is  2,521  francs :  it  is  evident 
that  the  Difference  between  2,521  francs  and  2,536*63  francs  :  or 
15*63  francs  :  is  the  extent  to  which  the  Real  Exchange  is  in 
favor  of  England 

It  is  also  easy  to  see  how  much  the  exchange  is  depressed. 
Because  £100  ought  to  purchase  2,536 '63  francs  :  whereas  they 
will  only  purchase  2,380  francs.  Consequently  the  Exchange  is 
depressed  by  206*63  francs :  or  the  100  sovereigns  are  deficient 
by  that  amount  of  their  legal  weight :  and  this  will  be  found 
to  tally  with  the  Rise  of  their  Market  Price  above  their  Mint 
Price 

Hence  a  Depreciated  Coinage  necessarily  produces  a  Rise  of 
the  Market  Price  of  Bullion  above  the  Mint  Price :  and  a  Fall  in  the 
Foreign  Exchanges  below  Par 

Because  it  will  require  a  Greater  amount  of  the  Current  Coin 
to  buy  a  Fixed  amount  of  Bullion  :  and  a  Fixed  amount  of  the 
Current  Coin  will  buy  a  Less  amount  of  Foreign  Coin 

Thus  a  Rise  in  the  Market  Price  of  Bullion  above  the  Mint 
Price :  and  a  Fall  of  the  Foreign  Exchanges  below  Par  :  Proves 
and  Measures  the  Depreciation  of  the  English  Coinage 


Hence  we  have  the  following  Rules — 

1.  Find  the  Market  Price  of  Bullion  in  London  compared  to 
the  Mint  Price 

2.  Multiply  the    Market    Price   so  found   by  the  Rate  of 
Exchange 

Then  the  Exchange  is  Favorable,  at  Par,  or  Adverse  : 
according  as  the  result  is  Above,  At,  or  Below  Par 

And  the  Depression  of  the  Exchange,  caused  by  the  Deprecia- 
tion of  the  Coinage,  is  the  Difference  between  the  Sum  so 
expressed  in  the  Mint  and  Market  Prices,  multiplied  by  the  Rate 
of  Exchange 

In  the  excellent  state  in  which  our  Coinage  now  is,  the  ques- 
tion of  the  Nominal  Exchange  is  of  little  importance.  But  it  is 
impossible  to  understand  the  history  of  the  Currency  without  it : 
and  it  is  essential  with  regard  to  all  Foreign  Countries  which  use 
an  Inconvertible  and  Depreciated  Paper  Money 
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On  the  Real  or  Commercial  Exchange 

6.  We  have  now  to  explain  the  mechanism  of  the  Real  or 
the  Commercial  Exchange 

Suppose  that  A  in  London  is  Creditor  to  B,  and  Debtor  to  Bl 
both  in  Edinburgh,  in  equal  amounts 

Then  to  settle  these  Debts  it  would  be  necessary  for  B  in 
Edinburgh  to  send  the  money  to  A  in  London :  and  for  A  in 
London  to  send  an  equal  amount  of  money  to  B1  in  Edinburgh. 
This  would  require  two  transmissions  of  money  between  London 
and  Edinburgh  at  some  expense 

The  business  may  be  settled  much  more  easily  and  cheaply  if 
A  in  London  sends  to  B1  his  Creditor  in  Edinburgh  an  Order  for 
the  money  upon  B  his  Debtor  in  Edinburgh.  By  this  means 
both  Debts  are  settled  and  discharged  by  B  paying  over  to  B1  the 
money  he  owes  to  A.  That  is  by  the  simple  transfer  of  the 
money  from  B  to  B1  in  the  same  place  ;  instead  of  by  tw  o  trans- 
missions of  money  between  London  and  Edinburgh.  This  order 
is  termed  a  Bill  of  Exchange  :  and  the  operation  is  exactly  similar 
to  a  person  paying  his  Creditor  by  a  Cheque  on  his  banker,  or  the 
case  of  the  passengers  in  the  omnibus  described  above 

Thus  an  "  Exchange,"  or  a  Delegation,  requires  at  least  three 
parties  and  two  Debts 

On  an  Exchange  with  Four  Parties 

7.  The  above  is  the  simplest  form  of  an  Exchange.    But  the 
course  of  trade  gives  rise  to  much  more  complicated  transactions. 

In  the  above  case  A  fulfils  two  characters  or  persona :  he  is 
Creditor  to  one  party  and  Debtor  to  another  in  Edinburgh 

But  in  the  "  Exchanges"  it  more  usually  happens  that  there 
are  four  parties 

Suppose  that  A  in  London  is  Creditor  to  B  in  Edinburgh : 
and  that  B1  in  Edinburgh  is  Creditor  to  A1  in  London 

Then  to  settle  these  Debts  two  transmissions  of  money  between 
London  and  Edinburgh  are  necessary 

But  suppose  that  A1  in  London  goes  to  A  and  pays  him  the 
money  he  owes  to  B1  in  Edinburgh  :  and  buys  from  him  the  Debt 
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he  has  against  B  in  Edinburgh.  He  then  sends  this  order  to  his 
own  Creditor  B1  in  Edinburgh  :  then  B1  presents  the  order  to  B : 
and  receives  from  him  the  money  he  owes  to  A1.  By  this  means 
both  these  Debts  are  settled  by  a  local  transfer  in  London  and  in 
Edinburgh :  and  the  expense  of  the  transmissions  of  money 
between  these  places  is  saved 

When  the  sum  total  of  the  Debts  between  London  and  Edin- 
burgh are  exactly  equal,  they  may  all  be  paid  and  discharged  by 
means  of  these  "  Exchanges,"  Novations,  or  Delegations,  or  local 
transfers,  without  the  aid  of  a  single  coin 

The  Exchanges  are  then  said  to  be  at  Par 

On  the  Time  Par  of  Exchange 

8.  Suppose,  however,  that  the  Debts  between  London  and 
Edinburgh  are  not  equal  :  and  that  Edinburgh  has  to  send  more 
money  to  London  than  it  has  to  receive  from  London.  Then  the 
Demand  for  Bills  is  greater  than  the  Supply 

But  as  it  is  cheaper  to  send  a  Bill  than  the  money  :  those  who 
are  bound  to  send  Money  will  bid  against  each  other  for  the  Bills 
in  the  market,  as  for  any  other  merchandise :  and  the  Price  of 
Bills  will  rise  :  or  a  Premium  will  have  to  be  paid  for  a  Bill  on 
London 

Thus  when  Bills  are  at  a  Premium  on  any  place,  it  shows 
that  the  Exchanges  at  that  place  are  adverse 

London  is  the  great  centre  of  Commerce  :  it  is  the  seat  of 
Government,  to  which  the  revenue  is  remitted  from  all  parts  of 
the  country.  The  great  families  from  all  parts  of  the  country  go 
to  reside  there :  and  their  revenues  must  be  remitted  to  them  there. 
Hence  there  is  always  a  much  greater  amount  of  Money  seeking 
to  flow  to  London  from  the  country,  than  the  contrary.  Conse- 
quently the  Demand  for  Bills  on  London  in  the  country  is  always 
greater  than  the  supply :  and  therefore  Inland  Bills  on  London 
are  always  at  a  Premium 

This  Premium  is  computed  by  Time.  It  is  an  essential  part 
of  the  business  of  a  banker  to  give  these  Bills.  Within  a  com- 
paratively recent  time,  a  Bill  on  London  at  sight  was  charged  40 
days'  interest  in  Edinburgh.  But  since  the  introduction  of 
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railways,  this  has  been  reduced  to  4  days.  If  a  person  in 
Edinburgh  wants  a  Bill  at  sight  on  London,  he  has  to  pay  Is. 
per  cent :  or  four  days'  interest 

This  is  termed  the  Time  Par  of  Exchange  between  Edinburgh 
and  London.  There  is  a  similar  Premium  or  Time  Par  of 
Exchange  between  all  other  towns  in  the  country  and  London. 
This  is  termed  Inland  Exchange 

It  appears  from  this  that  when  in  any  place  the  Demand  for 
Bills  on  any  other  place  is  greater  than  the  Supply,  and,  there- 
fore, when  Bills  rise  to  a  premium,  the  Exchanges  are  Adverse  to 
the  first  place  :  because  it  has  more  Money  to  pay  than  to 
receive 

But  when  the  Supply  of  Bills  is  greater  than  the  Demand, 
the  reverse  takes  place  :  Bills  fall  to  a  Discount :  and  the  Exchange 
is  favorable  to  the  first  place :  because  it  has  more  Money  to 
receive  than  to  pay 

It  must  be  observed,  however,  that  the  interests  of  Buyers 
and  Sellers  of  Bills  are  opposite  :  if  the  Exchange  is  unfavorable 
to  the  Buyers  of  Bills,  or  those  who  wish  to  send  Money  :  it  is 
equally  favorable  to  the  Sellers  of  Bills :  or  those  who  have  to 
receive  Money 

Buyers  of  Bills  are  also  termed  Remitters  :  and  Sellers  of 
Bills  are  also  termed  Drawers 


On  Foreign  Exchange 

9.  The  principles  of  Foreign  Exchange  are  exactly  the  same 
as  those  of  Inland  Exchange.  But  there  is  very  considerably 
more  complication  in  the  details  :  because  different  nations  use 
different  Metals  as  their  legal  standard :  and  different  Coinages 

In  Exchange  between  two  foreign  places  and  of  different 
Moneys,  the  Money  of  one  place  is  always  taken  as  Fixed :  and 
the  Exchange  is  always  reckoned  in  the  Variable  Quantity  of  the 
Money  of  the  other  place  which  is  given  for  it 

The  former  is  termed  the  Fixed,  or  Certain,  Price  :  and  the 
latter  the  Variable,  or  Uncertain,  Price 

When  any  place  is  taken  as  the  centre,  if  the  Money  of  the 
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place  is  the  Fixed  Price,  it  is  said  to  Receive  the  Variable 
Price 

But  when  the  Money  of  the  place  is  the  Variable  Price  it  is 
said  to  Give  the  Variable  Price 

The  Foreign  Exchanges  are  enormously  complicated,  because 
every  centre  of  Exchange  Receives  the  Variable  Price  from  some 
places :  and  Gives  the  Variable  Price  to  others 

Between  London  and  Paris  the  £  is  the  Fixed  Price :  and 
the  Exchange  is  reckoned  in  the  variable  amount  of  francs  and 
centimes  given  for  it 

On  the  contrary,  between  London  and  Spain  the  Dollar  is  the 
Fixed  Price  :  and  the  Exchange  is  reckoned  in  the  variable 
number  of  Pence  given  for  it 

Thus  London  receives  from  Paris  so  many  francs  and  centimes 
for  the  £1  :  on  the  contrary,  London  gives  to  Spain  so  many 
pence  for  the  dollar 

In  the  quotations  of  the  Eates  of  Exchange  it  is  usual  to 
omit  the  Fixed  Price  :  and  to  state  only  the  Variable  price  :  and 
then  that  sum  is  termed  the  Rate  or  Course  of  Exchange 

London  Receives  the  Variable  Price  from  Amsterdam, 
Austria,  Belgium,  France,  Germany,  Italy,  and  Switzerland 

London  Gives  the  Variable  Price  to  Calcutta,  Gibraltar, 
Lisbon,  New  York,  Eio  Janeiro,  St.  Petersburg,  and  Spain 


On  the  Effects  of  the  Exchanges  being  Favorable   or  Adverse 

to  London 

10.  As  a  General  Eule,  when  the  Exchanges  are  Favorable 
to  London,  Foreign  Bills  fall  to  a  Discount,  because  London  has 
more  Money  to  receive  than  to  pay 

When  the  Exchanges  are  Adverse  to  London,  Foreign  Bills 
rise  to  a  Premium,  because  London  has  more  Money  to  pay  than 
to  receive 

But  in  consequence  of  the  Opposite  modes  of  reckoning  the 
Exchanges  in  London  on  different  countries,  the  very  same  effects 
will  have  to  be  expressed  in  Opposite  terms,  according  as  London 
Receives  or  Gives  the  Variable  Price 
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Exchange  between  London    ami  Places  from  which    it.    Receives 
the  Variable  P, 

11.  If  the  Exchange  of   London  on  Paris  is  favorable  to 
London,  and,   therefore,  the   supply  of   Bills  greater  than   the 
Demand,  Bills  fall  to  a  Discount :  and  consetjuently  the  Rate  of 
Exchange  will  rise  above  Par  :  that  is  £1  will  purchase  More 
francs  and  centimes  than  the  Par 

But  if  the  Exchange  is  against  London  :  the  Demand  for 
Bills  is  greater  than  the  Supply :  and  Bills,  will  rise  to  a 
Premium  :  and  therefore  £1  will  purchase  Fewer  francs  and 
centimes  :  and  the  Exchange  will  fall  below  par 

And  the  same  is  true  with  respect  to  all  other  places  from 
which  London  Receives  the  Variable  price 

Exchange  between  London  and  Places  to  which  London 
Gives  the  Variable  Price 

12.  But  of  course  the  contrary  takes  place  between  London 
and  all  Places  to  which  it  Gives  the  Variable  price 

Thus  between  London  and  Spain,  when  Exchange  is 
favorable  to  London,  she  will  give  Fewer  pence  to  purchase 
the  Dollar  :  or  the  Exchange  will  fall  below  Par 

If  the  Exchange  between  London  and  Spain  is  against 
London,  Bills  rise  to  a  premium  :  and  London  must  Give  more 
pence  to  purchase  the  Dollar :  or  the  Exchange  will  rise 
above  Par 

And  the  same  is  manifestly  true  with  respect  to  all  places  to 
which  London  Gives  the  Variable  price 

Hence  when  the  Rate  of  Exchange  between  London  and  any 
other  Place  varies  from  Par  :  in  order  to  determine,  whether  the 
Exchange  is  Favorable  or  Adverse  :  it  is  always  necessary  to 
consider  whether  London  Gives  the  Variable  price  to,  or  Receives 
the  Variable  price  from,  that  place 

The  general  principle  of  course  is  always  true  :  when  the 
Exchange  is  favorable  to  London,  Bills  in  London  or  other 
places  fall  to  a  Discount :  when  the  Exchange  is  adverse  to 
London,  Bills  on  other  places  rise  to  a  Premium  :  but  as 

VOL.  II.,  PART  1  U 
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London  Gives  the  Variable  prices  to  some  places,  and  receives  it 
from  others,  the  same  Real  State  of  the  Exchanges  requires 
Opposite  expressions  in  these  Opposite  cases.  But  it  is  exactly 
the  same  with  every  centre  of  Exchanges  :  they  each  Give  the 
Variable  price  to  some  places,  and  Receive  it  from  others.  Hence 
the  calculation  of  the  Exchanges  is  a  matter  of  the  most 
extreme  complexity  :  and  requires  no  little  of  the  genius  of  the 
calculating  boy 

On  the  Limits  of  the  Variations  of  the  Exchanges 

13.  When  the  Debts  to  be  exchanged  between  any  two 
places  are  equal,  the  Demand  and  Supply  of  Bills  at  each  place 
is  exactly  equal :  and  the  Exchanges  are  at  Par  :  because  there  is 
no  Money  to  be  remitted  from  either  side 

But  if  one  place  has  to  send  more  money  than  it  has  to 
receive,  the  Demand  for  Bills  will  cause  them  to  rise  to  a 
Premium 

It  is  the  duty  of  the  Debtor  to  place  the  money  on  the  spot 
where  the  Debt  is  due,  at  bis  own  risk  and  expense.  Conse- 
quently, as  it  is  cheaper  to  send  a  Bill  by  post  than  to  send  the 
cash  with  all  the  expenses  of  freight  and  insurance  to  pay,  he 
would  rather  give  a  little  more  than  the  nominal  value  of  the  Bill, 
in  order  to  save  the  expense  of  sending  the  specie 

But  he  will  not  give  more  than  the  cost  of  sending  the  specie  : 
because  if  the  price  of  the  Bills  were  higher  than  that  it  would 
be  cheaper  to  send  the  specie  itself 

Hence  the  cost  of  sending  the  specie  is  a  Superior  Limit  to 
the  variations  of  the  Real  Exchange 

But  the  reverse  case  may  also  happen,  the  Supply  of  Bills  in 
London  on  Paris  may  exceed  the  demand.  In  that  case  London 
has  more  money  to  receive  than  to  pay.  The  Price  of  Bills  will 
consequently  fall  below  Par.  But  for  the  same  reason,  the  cost 
of  transmitting  specie  will  be  an  Inferior  Limit,  below  which  the 
Price  will  not  fall 

Hence  the  Limits  of  the  Variations  of  the  Exchanges  are 
confined  to  Twice  the  cost  of  sending  Specie  between  the  two 
places 
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The  Limits  of  the  Variations  of  the  Exchanges  between  two 
places  are  termed  Specie  Points  :  hecanse  when  the  Rates  <>f 
Exchange  have  a  tendency  to  exceed  them.  Specie  may  bi- 
tted to  flow  in  or  out  as  the  case  may  be 

It  must  be  observed,  however,  that  these  Limits  of  the  Varia- 
tions of  the  Exchanges  only  apply  to  Hills  payable  at  onee.  and 
to  considerable  periods.  During  short  periods,  and  for  Bills 
which  have  some  time  to  run,  the  fluctuations  of  the  Exchange 
may.  from  a  variety  of  causes,  greatly  exceed  these  Limits 

On  Inconvertible  Paper  Money 

'  14.  The  above  considerations  affect  Coinages  of  Gold  and 
Silver.  But  in  modern  times  a  new  species  of  Money  has  come 
into  use :  and  nearly  every  country  has  had  recourse  to  it  in 
times  of  public  difficulty — and  that  is  Paper  Money 

\Vhile  Paper  is  convertible — i.e.,  while  the  holder  of  it  can 
compel  the  issuer  to  give  Gold  for  it  on  demand — it  is  evident 
that  it  cannot  circulate  at  a  discount :  because  if  it  fell  to  a  dis- 
count the  holders  would  at  once  go  and  demand  Gold  for  it 

In  quiet  and  ordinary  times  a  Bank  can  keep  in  circulation 
several  times  the  amount  of  the  specie  it  is  obliged  to  retain  in 
Notes  or  Bank  Credits.  As  has  been  shown,  banking  profits  can 
only  be  made  by  creating  and  issuing  Credit  in  excess  of  Specie. 
And  as  long  as  there  is  public  confidence  that  the  issues  can 
redeem  this  Credit  on  demand,  the  Credit  circulates  and  produces 
in  all  respects  identically  the  same  effects  as  an  equal  amount  of 
Gold 

But  suppose  that  some  great  calamity  happens,  such  as  a  fear 
of  invasion,  this  confidence  will  vanish,  and  numerous  persons 
would  demand  payment  of  their  Credits  in  Gold 

Under  the  circumstances,  and  with  the  enormous  masses  of 
Paper  in  circulation  in  modern  times,  every  country  in  Europe 
has  been  obliged  to  suspend  payments  in  cash  :  and  to  give  an 
artificial  value  to  the  Paper  by  receiving  it  in  payment  of  taxes. 
&c.,  at  its  nominal  value  in  specie  :  and  to  make  it  legal  tender 

AYhe.n  this  is  done  Paper  Money  becomes  in  all  respects 
equivalent  to  a  New  Standard  :  just  as  much  as  Gold  and  Silver  : 

u  2 
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and  its  Yalue  is  affected  by  exactly  the  same  principles  as  affect 
the  Yalue  of  Gold  and  Silver 

Under  the  old  system  of  attempting  to  fix  the  value  of  Gold 
relatively  to  Silver,  there  was  no  power  of  convertibility  of  one 
metal  into  the  other  :  similar  to  the  convertibility  of  the  Bank 
Note.  If  Silver  fell  to  a  discount  as  compared  with  Gold,  no  one 
could  demand  as  a  right  to  have  his  Silver  exchanged  for  Gold. 
Consequently,  the  inevitable  result  of  a  considerable  change  in 
Quantity  or  the  Demand  for  either  metal  was  a  change  in  their 
relative  Yalue.  In  1794  Gold  rose  to  84s.,  if  purchased  with 
Silver  Bullion  :  but  if  the  Silver  coin  had  been  convertible  into 
Gold,  like  a  Bank  Note,  this  difference  could  never  have  arisen  : 
any  more  than  a  Bank  Note  convertible  into  Coin,  can  circulate 
at  a  discount  as  compared  with  Coin 

Now  Paper  Money,  when  issued  as  a  substantive  Coinage, 
follows  exactly  the  same  rules.  If  only  the  usual  Quantity  of  it 
be  issued — i.e.9  no  greater  Quantity  than  would  have  been  issued 
if  it  were  convertible  into  Gold — it  will  continue  to  circulate  at 
its  Par  value.  But  if  these  issues  be  increased  in  quantity  :  and 
if  the  natural  corrective  of  excessive  issues  be  taken  away,  namely 
— Payment  in  cash  on  demand — exactly  the  same  result  follows 
as  attends  a  greatly  increased  quantity  of  Silver  :  and  it  falls  to 
a  Discount 

Lord  King's  Law  of  Paper  Money 

15.  When  either  of  two  Metals  used  as  a  Coinage  becomes- 
greatly  increased  in  quantity,  it  becomes  Diminished  in  Yalue  as 
compared  with  the  other  :  and  if  Gold  and  Silver,  not  being  con- 
vertible, are  compelled  by  Law  to  circulate  at  a  fixed  ratio  :  in 
virtue  of  Gresham's  Law,  the  one  which  is  underrated  invariably 
disappears  from  circulation  :  it  is  either  hoarded  or  it  is  exported 
to  foreign  countries  :  where  it  may  exchange  for  its  true  value 

When  one  metal  diminishes  in  Yalue  with  respect  to  the 
other  it  is  not  Depreciation  :  because  it  has  a  general  Yalue  in 
the  market  of  the  world.  But  w-hen  Paper  is  used  which  has  no 
general  Yalue  in  the  market  of  the  world  :  but  merely  a  local 
Value  :  and  it  becomes  excessive,  it  cannot  be  exported  :  because 


§   14,   15]  Ij»RI)    KINti's    LAW  (J71 

it  has  only  a  Wai.  and  not  a  general.  A'alne.  It  falls  to  a  dis- 
count as  compared  with  Coin:  or  Coin  is  said  to  rise  to  a 
premium:  and  in  this  case  it  is  Depreciation:  because  it  pro- 
fesses to  be  equal  in  value  to  Coin  :  and  it  is  not  so 

If  it  is  attempted  to  maintain  a  fixed  ratio  between  Paper 
Money  and  Coin  after  the  Paper  has  fallen  to  a  Discount: 
exactly  the  same  result  follows  as  takes  place  when  Coin  of 
inferior  Value  is  attempted  to  be  made  to  circulate  at  par  with 
Coin  of  superior  Value.  The  underrated  Coin  is  all  hoarded  or 
exported  :  it  entirely  disappears  from  circulation,  and  nothing 
but  Paper  remains.  As  the  quantity  of  Paper  increases,  it  falls 
in  Value :  all  Prices  rise :  the  Foreign  Exchanges  fall  :  and  all 
the  Foreign  Trade  of  the  country  is  deranged 

A  few  years  after  the  Bank  of  England  suspended  Cash 
Payments  in  1797,  the  Price  of  Bullion  rose,  and  the  Foreign 
Exchanges  fell  :  deranging  the  whole  course  of  the  Foreign 
Trade.  Some  able  writers,  the  most  conspicuous  of  whom  was 
Lord  King,  maintained  that  this  was  due  to  the  Depreciation  of 
the  Bank  Note.  Strong  interests  contested  this  doctrine.  The 
Bank  contested  it,  because  it  found  it  profitable  to  issue  as  much 
Paper  as  possible  :  merchants  contested  it  because  they  were 
afraid  that  their  accommodation  would  be  restricted.  After  a 
short  time  the  value  of  the  Bank  Note  improved,  and  the  ques- 
tion slumbered 

In  1809  the  same  phenomena  recurred  in  a  much  more 
aggravated  form  :  and  gave  rise  to  the  appointment  of  the 
celebrated  Bullion  Committee.  All  the  witnesses  before  this 
Committee,  except  one,  maintained  that  it  was  not  the  Bank 
Note  which  had  fallen,  but  Gold  which  had  risen 

The  Pteport,  drawn  up  by  Huskisson,  Homer  and  Thornton, 
entirely  disproved  this  assertion,  and  showed  that  the  Rise  of  the 
Market  Price  of  Gold  and  the  Fall  in  the  Foreign  Exchanges, 
was  entirely  due  to  the  Depreciation  of  the  Bank  Note  from 
Excessive  quantity  :  and  it  recommended  a  diminution  of  its 
Issues  :  so  as  to  restore  the  value  of  the  Bank  Note 

Resolutions  in  accordance  with  the  Report  were  moved  by 
Horner :  it  was  proved  that  there  were  two  prices  in  common 
use :  a  Paper  Price  and  a  Money  Price  :  and  that  a  £1  Bank 
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Note  and  7s.  were  commonly  given  for  a  guinea.  Nevertheless, 
under  the  influence  of  party  passion,  the  House  of  Commons 
voted  that,  in  public  estimation,  a  guinea  was  equal  to  a  £1  Bank 
Note  and  Is.  :  or  that  27  =  21.  Freed  by  this  vote  from  all 
control,  the  Bank  made  more  extravagant  issues  than  ever :  so 
that  in  1815  the  Bank  Note  was  only  worth  14.9.  6d. 

However,  the  doctrines  of  the  Bullion  Report  gradually  con- 
vinced the  Mercantile  world  :  and  in  1819  they  had  scarcely  an 
opponent 

Lord  King's  Law  of  Paper  Money  is  this — 

A  Rise  of  the  Paper,  or  Market,  Price  of  Bullion  above  the 
Mint  Price  :  and  a  Fall  of  the  Foreign  Exchange  below  the  Limits 
of  the  Real  Exchange :  is  the  Proof  and  the  Measure  of  the 
Depreciation  of  the  Paper  Money 

This  principle  is  so  universally  admitted  now:  and  is  so 
perfectly  evident :  that  there  is  no  use  in  wasting  more  words  to 
prove  it 

It  shows  that  Paper  Money  must  always  be  restrained  within 
certain  strict  Limits  to  maintain  a  Par  Value  with  Gold.  But 
if  this  be  duly  done,  a  certain  amount  of  Inconvertible  Paper 
Money  may  circulate  along  with  specie  at  Par 

If  the  Bank  of  England  had  taken  proper  measures  for  con- 
trolling and  limiting  its  Issues,  its  Notes  might  have  circulated 
at  Par  with  Gold 

In  1797,  when  the  Bank  suspension  Act  was  passed,  the  Banks 
in  Edinburgh  held  a  public  meeting,  attended  by  the  authorities 
of  the  town,  and  gave  notice  that  they  should  henceforth  refuse 
to  cash  their  Notes.  This  refusal  was  continued  during  the 
whole  of  the  war.  But  from  the  judicious  measures  taken  their 
Notes  continued  to  circulate  at  Par  with  Bank  of  England  paper. 

In  1874  the  Inconvertible  Notes  of  the  Bank  of  France 
circulated  at  Par  with  Coin  :  because  they  were  carefully  limited. 

The  doctrines  of  the  Bullion  Report  lay  down  the  principles 
by  which  all  Credit  and  Paper  Currency,  whether  Convertible  or 
Inconvertible,  must  be  regulated — namely,  a  strict  attention  to 
the  Price  of  Bullion,  and  the  State  of  the  Foreign  Exchanges 

The  demonstration  of  the  Bullion  Report  was,  in  course  of 
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time,  universally  accepted  by  the  Banking  and  Mercantile 
world  :  the  only  difficulty  left  unsolved  was  the  Practical  Measures 
to  be  adopted  to  carry  it  into  effect 

However,  a  ft  IT  several  unsuccessful  attempts  to  discover  the 
true  method  of  giving  effect  to  this  doctrine,  this  problem  has 
n«>\v  K-eii  successfully  solved  :  as  will  be  shown  further  on:  and 
thus  the  Theory  of  the  Paper  Currency  is  now  complete 

Effect  of  the  Restoration  of  the  Coinage  on  the  Exchanges 

16.  In  the  preceding  remarks  on  the  Nominal  Exchange,  it 
has  been  shown  that  the  depreciation  or  degradation  of  the  Coin 
in  which  the  Exchanges  are  reckoned  must  necessarily  derange 
all  the  Exchanges  of  the  country :  and  that  a  Restoration  of  the 
(A)in  to  its  due  legal  state  will  be  sufficient  to  rectify  the 
Exchanges 

But  the  state  of  any  other  portion  of  the  Currency,  or  Circu- 
lating Medium,  than  the  one  in  which  the  Exchanges  are  reckoned 
will  not  affect  them 

In  the  early  part  of  the  reign  of  William  III.  the  Silver 
Coinage,  in  which  the  Exchanges  were  then  reckoned,  had  fallen 
into  a  most  disgraceful  state  from  clipping  and  other  causes.  On 
collecting  bags  of  coin  from  different  parts  of  the  country,  it  was 
found  that  their  weight  scarcely  exceeded  one-half  of  their  legal 
weight.  The  Exchanges  were  entirely  disordered,  and  the  com- 
merce of  the  country  was  thrown  into  utter  confusion.  In  the 
beginning  of  1696  the  great  work  of  the  restoration  of  the 
Coinage  was  begun,  and  by  July  the  new  Coin  began  to  be  issued 
in  considerable  quantities,  and  the  Exchanges  were  immediately 
rectified 

Bank  of  England  Notes  at  this  period  were  at  a  heavy  dis- 
count, because  the  Bank  had  suspended  payments  in  cash :  but 
that  produced  no  effect  on  the  Exchanges  :  because  they  were  not 
reckoned  in  Bank  Notes,  but  exclusively  in  the  Silver  Coin 

On  Exchange  Operations 

17-  Exchange  operations  consist  in  buying,  selling,  importing 
and  exporting  Bullion  :  termed  "  Bullion  operations  "  :  and  in 
buying  and  selling  Bills  :  termed  "  Banking  operations  " 
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The  object  of  our  present  remarks  is  to  explain  the  general 
causes  which  produce  these  movements  of  Bullion  which  so  sorely 
vex  the  Banking  and  Commercial  world 

Exchange  operations  of  both  sorts  may  be  either  direct  or 
indirect:  that  is,  they  may  take  place  directly  between  the  two 
places :  or  the  final  operations  may  be  effected  through  the 
medium  of  one  or  more  intermediate  countries 

It  has  been  shown  that  for  Bills  payable  at  sight — or  Cheques 
as  they  are  now  usually  called — the  limits  of  the  variations  of  the 
Exchanges  cannot  exceed  twice  the  cost  of  transmitting  Bullion, 
which  are  called  the  Specie  points:  because  when  they  are 
reached,  Bullion  may  be  expected  to  flow  in  or  out,  as  the  case 
may  be 

When  the  Bills,  however,  have  a  considerable  time,  such  as 
three  months  or  more,  to  run  before  they  are  payable  :  causes  may 
operate  which  may  produce  temporary  fluctuations  of  the  Ex- 
changes considerably  beyond  these  limits 

These  causes  are  chiefly — 

1.  The  necessity  that  the  holders  of  the  Bills  may  have  to 
realise  them,  even  at  a  considerable  sacrifice,  to  maintain  their 
own  position 

2.  The  doubtful  position  of  the  acceptors,  or  the  general 
discredit  of  the  place  they  are  drawn  upon 

3.  The  differing  Values  of  the  precious  Metals  which  are  the 
standard  of  Payment  at  each  place 

4.  The  respective  Rates  of  Discount  at  each  place 

Now  it  may  often  be  that  from  these  combined  causes  it  may 
be  considerably  more  profitable  to  possess  Bullion  at  one  place 
than  another.  Exchange  operators  then  export  Bullion  from  one 
place  to  another  for  the  sake  of  the  profit.  They  Create  Bills 
upon  such  a  place  :  they  draw  Bills  upon  their  correspondents  : 
discount  their  Bills  :  and  remit  the  proceeds  to  meet  their  Bills 
when  due 

It  used  to  be  the  dogma  of  the  Mercantile  world  that  Bullion 
is  only  exported  to  liquidate  a  previous  state  of  indebtedness : 
and  consequently  that  an  export  of  Bullion  comes  to  a  natural 
end  when  the  indebtedness  is  discharged.  But  this  is  a  most 
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grievous  error.  The  sufficient  difference  in  the  profit  <.f  possessing 
Bullion  at  two  places,  causes  exchange  operators  to  Fabricate 
Bills  for  the  express  purpose  of  exporting  Bullion,  without  tlu-iv 
being  any  previous  indebtedness  :  and  of  course  tin's  drain  will 
not  cease  so  long  as  this  possibility  of  making  profit  exists.  The 
only  effectual  way  of  annihilating  this  profit,  and  causing  tin- 
drain  of  Bullion  to  cease,  is  by  Raising  the  Rate  of  Discount 

Between  countries  in  which  there  are  no  restraints  on  trade, 
the  Exchanges  will  never  vary  much  except  on  some  sudden 
emergency.  But  there  are  countries  with  which,  owing  to  their 
prohibition  laws,  the  Exchanges  are  permanently  unfavorable  : 
because  they  will  take  nothing  but  Bullion  for  their  goods. 
Russia  is  one  of  these  countries  :  and  hence,  if  not  modified  by 
other  circumstances,  Bills  upon  Russia  would  always  be  at  a 
premium.  But  here  again  the  effect  of  trafficking  steps  in, 
which  always  has  a  tendency  to  equalise  prices.  The  merchant 
who  deals  in  Bills  acts  upon  the  same  principles  as  the  dealer  in 
any  other  commodities :  he  buys  them  where  they  are  cheapest, 
and  sells  them  where  they  are  dearest.  Hence,  he  will  try  to  buy 
up  Russian  Bills  on  other  Exchanges,  or  Debt  Markets,  where 
they  are  cheaper,  and  sell  them  on  the  London  Market  where 
they  are  dearer 

On  the  other  hand,  from  the  course  of  trade  between  England 
and  Italy,  the  Debt  which  Italy  owes  to  England  is  usually 
greater  than  the  contrary  :  hence  Italian  Bills  will  usually  be  at 
a  discount,  or  cheap  in  the  London  Debt  Market.  So  the  Bill 
merchant  buys  them  up  cheap  here,  and  sends  them  to  some  other 
market — Paris  for  instance — where  they  may  be  at  a  premium 

By  these  means  the  price  of  Bills  is  raised  where  they  are 
cheapest,  and  lowered  where  they  are  dearest.  The  general  result 
is  to  melt  all  the  differences  between  separate  countries  into  one 
general  result  :  so  that  the  Exchanges  will  not  be  favorable  with 
some  countries  and  adverse  with  others:  but  they  will  be 
generally  favorable  or  adverse  with  all  the  rest  of  the  world 

On  the  Arbitration  of  Exchange 

18.  Supposing,  however,  that  a  merchant  has  to  remit 
money  to  Paris,  while  the  Exchange  with  Paris  is  unfavorable 
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to  England,  he  may  possibly  discover  a  more  advantageous  way 
of  remitting  it  than  by  buying  a  Bill  on  Paris  directly.  Thus, 
for  instance,  while  Bills  on  Paris  are  at  a  premium  in  London : 
those  in  Hamburg  might  be  at  a  discount :  and  Bills  on  Paris 
might  be  at  a  discount  at  Hamburg 

So  if  the  merchant  buys  a  Bill  on  Hamburg,  and  sends  it  to 
his  agent  there,  and  directs  him  to  purchase  a  Bill  on  Paris  with 
the  proceeds,  he  may  be  able  to  discharge  his  Debts  in  Paris  at  a 
less  sum  than  he  would  have  to  pay  for  a  Bill  on  Paris  in 
London 

This  circuitous  way  of  settling  his  Debt  involves  additional 
charges  for  brokerage,  commission,  postage,  &c. :  but  the  effect  of 
it  is  still  further  to  equalise  the  Exchanges  between  London  and 
all  other  countries.  This  circuitous  method  is  called  the  Arbi- 
tration of  Exchanges  :  and  the  sum  which  is  given  to  London 
for  the  ultimate  price  it  realises  in  Paris  is  called  its  Arbitrated 
Price 

When  only  three  places  are  used  in  the  operation  it  is  called 
Simple  Arbitration:  when  more  than  three  are  employed  it  is 
called  Compound  Arbitration.  It  is  evident  that  the  quicker  and 
cheaper  the  communication  between  countries  becomes  the  less 
room  there  will  be  for  such  operations,  because  the  limits  of  the 
variation  of  the  Real  Exchanges,  which  are  the  margin  which 
renders  such  operations  possible,  will  constantly  diminish 

The  scale  upon  which  these  indirect  operations  of  Exchange 
are  carried  on  is  immense.  There  is  no  Exchange  between  places 
to  and  from  which  remittances  have  not  constantly  to  be  made. 
Consequently,  when  such  places  trade,  their  accounts  must  be 
settled  by  means  of  Bills  on  some  recognised  centre.  London  is 
the  banking  centre  of  the  world.  From  the  enormous  exports  of 
England  to  all  quarters  of  the  globe,  remittances  have  to  be  made 
to  London  from  every  part  of  the  world.  There  is,  therefore,  a 
constant  demand  for  bills  upon  London  to  discharge  the  Debts 
incurred  for  these  commodities.  Hence,  although  the  exporters 
may  send  their  goods  to  different  countries  :  yet  if  they  can  draw 
upon  London,  their  Bills  will  be  sure  to  find  some  purchasers 
somewhere  to  be  remitted  to  London.  Hence  Bills  upon  London 
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bear  a  higher  price,  and  meet  with  a  readit-r  sale,  than  thos<-  upon 
any  other  places 

One  country.  A,  may  import  from  another  <•« ,11111  ry,  P>.  less 
than  slie  exports  :  consequently  a  Debt  is  due  from  A  to  B. 
Also  1)  exports  to  another  country,  C,  more  than  she  imports  : 
consequently  a  DeU  is  due  from  C  to  B  :  and  A  may  discharge 
its  Debt  to  B  by  transferring  to  it  its  claim  against  C 

As  many  countries  trade  with  one  another  between  which 
there  is  no  Exchange,  their  claims  are  mutually  adjusted  by  Hills 
upon  London,  the  great  banking  centre.  Hence  the  London 
Exchange  is  the  most  important  in  the  world,  and  requires  the 
greatest  attention  to  be  paid  to  it 

On  the  Import  and  Export  of  Bullion 

19.  "We  must  now  consider  the  causes  which  affect  the  Import 
and  Export  of  Bullion 

As  the  British  Hands  do  not  produce  the  precious  metals  to 
any  extent  worth  considering,  they  are  only  to  be  obtained  in  this 
country  by  importation  :  and  we  must  now  consider  the  various 
sources  from  which  they  come,  and  the  different  causes  which 
produce  an  influx  or  efflux  of  them.  They  are  to  be  treated  in 
every  respect  like  any  other  foreign  commodity,  and  are  obtained 
by  the  same  means  as  any  other  that  we  require  for  domestic 
consumption  which  is  not  a  native  product 

The  trade  in  Bullion  may  be  divided  into  two  distinct  branches : 
the  one  where  it  is  carried  on  directly  with  the  countries  in  which 
Gold  and  Silver  are  native  products  :  and  the  other  with  those 
countries  which  do  not  produce  it :  but  which,  like  our  own,  have 
no  means  of  supplying  themselves  with  it  except  by  foreign 
commerce 

I. —  With  Jj  union-producing  Conn1, 

Before  the  discoveries  of  Gold  and  Silver  in  California  and 
Australia,  the  chief  Bullion-producing  countries  \\civ  Mexico  and 
Peru.  There  were  others,  it  is  true,  but  we  need  not  specify 
them,  because  th«-  sune  principle  applies  to  them  all  :  and  to 
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describe  them  all  would  rather  belong  to  a  work  on  commerce 
generally 

British  merchants  have  establishments,  or  correspondents,  in 
those  countries,  to  whom  they  consign  their  goods :  and  their 
agents  exchange  them  for  Bullion  brought  down  by  the  natives, 
and  which  is  collected  in  large  quantities :  and  in  former  times 
used  to  be  brought  home  in  ships  of  war  for  the  sake  of  security. 

In  those  countries  Bullion  is  treated  exactly  like  any  other 
commodity,  such  as  tea,  wool,  or  wine  :  and  the  British  goods  of 
all  kinds  are  exported  to  them  for  the  express  purpose  of  being 
exchanged  for  Bullion,  to  be  remitted  home.  Such  transactions 
are  pure  barter 

The  limits  to  this  exportation  are  precisely  similar  to  the  limits 
of  the  exportation  of  any  other  commodities.  It  is  clear  that  by 
the  time  the  Bullion  reaches  this  country,  it  ought  to  be  sufficient 
to  cover  the  original  cost  of  the  goods,  and  all  charges  on  them 
on  their  way  out,  as  well  as  the  agent's  commission  there  :  the 
charges  for  freight,  insurance  and  commission  for  bringing  it 
home  :  and  a  mercantile  profit  over  and  above  all  these  expenses. 
Unless  it  does  that  the  commerce  is  not  profitable.  If  too  many 
goods  are  exported  to  these  Bullion-producing  countries  their 
exchangeable  relation  with  Bullion  falls  :  and  they  will  not  pur- 
chase a  sufficient  quantity  of  Bullion  to  afford  this  profit :  and 
the  further  export  of  goods  to  these  places  must  cease  until  the 
goods  first  sent  out  are  consumed  :  and  fresh  ones  required  at 
such  a  price  as  to  afford  a  profit.  The  commerce  in  Bullion, 
then,  with  these  countries  is  a  very  simple  affair,  and  requires  no 
further  notice 

II. —  With  Countries  which  do  not  produce  Bullion 

The  causes  which  cause  an  Influx  or  Efflux  of  Bullion  between 
this  and  other  countries  which  do  not  produce  it  are  vastly  more 
intricate  and  complicated,  and  have  excited  long  and  keen  con- 
troversies 

Taking  this  country  as  the  centre,  the  transmission  of  Bullion 
to  or  from  it  is  influenced  by  the  Seven  following  causes — 

1.     The  Balance  of  Payments  to  be  made  to,  or  by,  it 
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i\     The  State  of  the  Foreign  Exchanges 
o.     The  State  of  the  Currency 

4.  By  the  Remittances  made  to  this  country  as  the  Mercan- 
tile   centre   of   the   world,   to    meet    payments    due    to    other 
countries 

5.  By  the  Political  and  Mercantile  Security  of  this  and  other 
countries 

6.  By  the  State  of  the  Money  Market  :  or  the  comparative 
Rates  of  Discount  in  this  and  neighboring  countries 

7.  By  the   free   or  prohibitive  Tariffs   of   this   and   other 
countries,  as  they  permit  or  forbid  our  products  to  be  imported 
into  them 

There  are,  then,  Seven  different  causes  which  act  upon  the 
Exchanges,  or  the  movements  of  Bullion  at  any  given  time  :  and 
as  all  these  causes  may  be  acting  in  all  sorts  of  different  ways, 
either  in  conjunction  or  in  opposition  to  each  other  :  it  is  evident 
that  the  Foreign  Exchanges  is  one  of  the  most  complicated 
branches  of  human  knowledge.  The  state  of  the  Foreign 
Exchanges  at  any  given  instant  is  the  Resultant  of  the  operation 
of  all  these  causes.  The  inveterate  error  of  mercantile  opinion 
for  a  long  time  was  that  there  is  only  one  cause  of  an  export  of 
Bullion— namely,  a  balance  of  mercantile  indebtedness  to  be  dis- 
charged 

On  Commercial  Operations 

20.  For  many  centuries  it  was  held  that  Money  alone  is 
Wealth:  and  it  was  considered  as  the  true  policy  of  every 
country  to  encourage  by  every  means  in  its  power  the  Import  of 
Bullion  and  to  discourage  its  Export.  All  European  countries 
long  prohibited  the  export  of  Bullion  under  dire  penalties.  The 
profit  of  Foreign  Commerce  was  estimated  solely  by  the  quantity 
of  Bullion  it  brought  into  the  country  :  and  the  Theory  .of 
Commerce  M.riiied  to  be  reduced  to  a  general  scramble  among  all 
nations  to  try  which  could  draw  to  itself  most  Gold  and  Sihvr 
from  otli 

According  to  this  Theory  the  gain  of  one  party  was  the  loss 
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of  the  other  :  every  article  produced  in  one  country  and  imported 
into  another  was  held  to  be  a  direct  loss  to  the  importing  country. 
This  was  what  was  called  the  Mercantile  System 

According  to  this  Theory  the  leading  maxim  which  governed 
States  was  to  make  the  Exports  exceed  the  Imports  :  and  the 
conclusion  drawn  was  that  the  Difference,  or  Balance,  must  be 
paid  for  in  cash  by  the  debtor  nation.  When  two  nations  traded 
with  one  another,  the  excess  of  the  Exports  above  the  Imports 
was  called  the  u  Balance  of  Trade."  And  the  nation  was 
supposed  to  gain  the  excess  of  the  Exports  above  the  Imports, 
and  to  lose  the  excess  of  the  Imports  above  the  Exports 

This  Theory  having  been  believed  in  for  centuries,  and 
having  been  the  cause  of  innumerable  commercial  wars,  was 
seen  to  be  fallacious  about  the  end  of  the  seventeenth  or 
beginning  of  the  eighteenth  century,  and  finally  exploded  by 
the  Economists 

The  admirable  chapter  of  Adam  Smith  on  the  Mercantile 
System  is  a  masterly  exposure  of  the  theory :  and  is  one  of  the 
soundest  and  best  written  in  his  whole  work,  from  the  more  than 
usual  consistency  of  its  ideas,  and  the  lucidity  of  its  style.  Most 
persons  whose  knowledge  of  Economics  does  not  extend  beyond 
Smith,  suppose  that  he  was  the  first  person  to  demonstrate  its 
fallacy.  This,  however,  is  a  complete  error.  Its  fallacy  was 
perceived  and  acknowledged  three  quarters  of  a  century  before 
his  day,  and  was  finally  exploded  by  the  Economists  sixteen  years 
before  he  ever  published  a  line 

So  far  from  the  principle  of  the  Mercantile  System  being 
true,  that  Gold  and  Silver  are  the  most  profitable  and  desirable 
articles  of  Import,  the  direct  reverse  is  unquestionably  true,  that 
Gold  and  Silver  are  of  all  objects  of  commerce  the  most 
unprofitable.  It  is  a  certain  maxim  of  Commerce  in  a  state  of 
freedom  that  Bullion  will  not  be  imported  until  it  has  become 
unprofitable  to  import  any  other  article.  There  is  no  class  of 
traders  who  derive  so  little  profit,  in  proportion  to  the  Capital 
invested  in  their  business,  as  dealers  in  Bullion  and  Money  of  all 
sorts,  whether  they  be  Bullion  merchants  or  Bankers 
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On  the  Balance  of  Trade 

21.  There  is  no  expression  in  commerce  more  common  than 
the  "  'Balance  of  Trade":  and  it  may  be  as  well  to  give  the 
interpretation  of  it  as  generally  received  during  the  last  century, 
and  which  is  not  yet  wholly  extinguished 

Mr.  Irving,  Inspector  General  of  Imports  and  Exports  in 
1707,  defined  it  thus — "The  common  mode  of  considering  that 
question  has  been  to  set  off  the  Value  of  the  Imports  as  stated  in 
the  public  accounts  against  the  value  of  the  Exports :  and  the 
difference  between  the  one  and  the  other  has  been  considered  as 
measure  of  the  increase  or  the  decrease  of  the  national  profit  " 

And  Mr.  Hoare,  a  banker  of  eminence  for  twenty-two  years, 
said — "  I  consider  the  only  proper  means  of  bringing  Gold  and 
Silver  into  this  country  to  arise  from  the  surplus  of  our  Exports 
over  our  Imports  :  and  that  ratio  or  proportion  which  is  not  im- 
ported in  Goods  must  be  paid  for  in  Bullion.  In  the  year  1796 
the  imports  of  this  country  appeared  to  be  £19,788,923,  and  the 
exports  appear  to  be  £33,454,583,  which  ought  to  have  brought 
into  this  country  Bullion  to  the  amount  of  the  difference,  or 
£13,665,600" 


We  have  made  these  extracts  because  they  convey  in  the 
fewest  words  possible  the  whole  ideas  on  the  subject,  and  they 
were  made  by  persons  of  the  highest  commercial  eminence  before 
the  Committee  of  the  House  of  Commons.  Mr.  Irving  said  that 
to  apply  this  principle  to  the  whole  trade  of  the  country  would 
be  highly  erroneous.  We,  therefore,  do  not  cite  him  as  approv- 
ing the  Theory,  but  only  as  distinctly  stating  what  it  was.  But 
Mr.  Hoare,  a  banker  of  long  experience  and  eminence,  adopted 
it.  And  we  believe  that  this  Theory  of  the  Balance  of  Trade  is 
still  believed  in  by  many  persons.  Nevertheless,  there  never 
existed  a  more  complete  chiimera  and  pernicious  delusion  than 
this  said  doctrine  of  the  Balance  of  Trade,  nor  one  which  has 
exercised  a  more  disastrous  influence  on  commercial  legislation 

We  will  now  take  an  example  of  the  simplest  description  of 
trading  to  show  the  folly  of  the  old  doctrine  of  the  Balance  of 


682  THEORY    OF    CREDIT  [CHAP.  X 

Trade,  as  that  will  illustrate  the  principle  as  well  as  the  most 
elaborate 

When  our  ships  traded  to  the  South  Seas  they  took  out  with 
them  axes,  beads,  and  other  trifles,  which  were  very  plentiful  and 
of  very  little  value  in  this  country,  and  bartered  them  for  all 
sorts  of  commodities  or  curiosities,  shells,  &c.,  which  were  very 
scarce  and  very  valuable  in  England 

A  pair  of  fine  shells  from  the  South  Seas  in  many  cases  is 
worth  ten  guineas  in  England,  which  an  English  sailor  obtained,, 
perhaps,  in  exchange  for  an  axe  worth  2/6.  The  English  sailors 
thought  the  natives  very  simple  to  give  away  such  valuable 
curiosities  for  such  very  common  things  as  axes.  The  natives, 
doubtless,  had  the  same  opinion  of  the  English  sailors.  They 
thought  them  very  simple  to  give  away  such  valuable  things  as 
axes,  beads,  &c.,  for  such  common  things  as  a  few  shells 

Each  party,  however,  exchanged  what  was  common  and  cheap 
in  his  own  country  for  what  was  scarce  and  valuable.  The  axes 
were  many  times  more  valuable  in  Fiji  than  the  shells  :  the  shells 
were  many  times  more  valuable  in  London  than  the  axes.  Thus 
an  English  sailor,  by  giving  away  an  axe  which  was  perhaps  worth 
2/6,  obtained  a  pair  of  shells  which  was  worth  ten  guineas  in 
London  :  and  the  difference  was  his  profit.  Thus  loth  parties 
gained  by  the  exchange,  which  was  Adam  Smith's  great  discovery. 
The  shells  were  worth  many  axes  in  London  :  the  axes  were 
worth  many  shells  in  Fiji :  and  this  is  the  genuine  spirit  of 
commerce 

This  simple  transaction  is  a  type  of  all  commerce.  The  value 
of  the  shells  in  London  arises  from  the  strong  desire  of  the 
people  to  possess  them,  and  their  scarcity  :  the  value  of  the  axes 
in  Fiji  arises  from  the  strong  desire  of  the  people  to  possess  them, 
and  their  scarcity.  The  colored  beads  were  just  as  valuable  to 
the  untutored  savages  as  precious  stones  to  the  civilised 
Europeans.  The  commerce  of  all  nations  is  exactly  the  same  in 
principle  as  that  between  the  sailors  and  the  savages.  It  all 
consists  in  exchanging  what  is  common  and  cheap  for  what  is 
scarce  and  valuable  in  the  two  countries  respectively.  And,  of 
course,  both  parties  must  gain  by  the  very  nature  of  the  trans- 
actions 
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But  according  to  the  old  doctrine  of  the  Balance  of  Trade, 
Kim-land  having  exported  axes  to  the  value  of  '1  iJ,  and  imported 
shells  to  the  value  of  ten  guineas,  owed  the  balance  which  required 
to  be  paid  in  gold  ! 

Thus  the  very  reverse  of  the  old  doctrine  of  the  Balance  of 
Trade  is  true.  So  long  as  the  goods  imported  are  the  payment  of 
the  goods  exported,  it  is  clear  that  the  profit  to  England  is 
exactly  the  value  of  the  goods  imported  above  that  of  the  goods 
exported.  But  there  are  considerable  deductions  to  be  made 
from  this.  All  the  expenses  of  conveying  the  goods  to  the  foreign 
country  and  of  bringing  the  imports  from  the  foreign  country 
must  be  defrayed  out  of  this  difference  :  and  in  addition  to  that 
there  must  be  the  merchant's  profit :  so  that  it  is  evident  that 
there  must  be  a  considerable  excess  of  the  value  of  the  imports 
above  the  exports  if  the  commerce  is  to  be  carried  on  at  a  profit. 

But  it  would  be  a  great  mistake  to  suppose  that  all  the  goods 
imported  are  payment  of  the  goods  exported 

The  goods  imported  and  entered  at  the  Custom  House  form 
three  different  classes — 

1.  There   are   goods   imported  in   payment   of    the    goods 
exported 

2.  There  are  goods  sent  here  for  sale  or  speculation 

3.  There  are  goods  sent  here  to  be  bonded,  and  re-exported 
to  other  countries 

But  as  the  Custom  House  returns  do  not  and  cannot  discri- 
minate between  these  classes  of  imports,  it  is  evident  that  there 
exist  no  means  of  ascertaining  the  respective  quantities  of  goods 
which  belong  to  each  class,  and  consequently  it  is  absolutely 
impossible  to  determine  whether  the  Exchanges  are  favorable  or 
adverse  from  the  mere  Custom  House  returns 

The  Exchanges  are,  then,  an  inscrutable  mystery  even  while 
confined  to  the  Custom  House  returns.  But  at  the  present  time 
they  are  rendered  more  inscrutable  than  ever,  because  a  new 
article  of  Import  and  Export  between  countries  has  come  into 
existence — namely,  Securities  of  all  sorts.  Bills  of  Exchange, 

VOL.  II.,  PAET  1  X 
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Government  Securities,  and  Securities  of  private  Companies  of  all 
sorts,  are  now  imported  and  exported  between  countries  exactly 
like  material  merchandise,  and  they  have  exactly  the  same  effect 
on  the  Exchanges  as  material  commodities.  If  Bills  of  Exchange, 
Government  or  Private  Securities  are  imported  for  discount  or 
sale  in  this  country,  and  the  money  taken  away,  they  have  exactly 
the  same  effect  on  the  Exchanges  as  if  an  equal  amount  of  com- 
modities were  imported  for  sale  and  the  money  taken  away.  But  as 
all  these  Securities  pass  through  the  Post  Office,  and  not  through  the 
Custom  House,  there  is,  of  course,  no  possible  means  of  ascertain- 
ing their  amount 

The  Foreign  Exchanges  are,  then,  an  inscrutable  mystery  so 
far  as  regards  any  returns  which  are  procurable.  And  there  is 
no  possible  means  of  unravelling  it.  They  can  only  be  judged  of 
by  their  actual  state  at  any  time  :  i.e.,  by  the  actual  Demand  for 
Specie,  either  for  Export  or  Import,  which  may  exist  at  any 
moment,  which  arises  from  causes  which  are  absolutely  impenetrable 
to  any  inquirer 

Simple  Examples  of  Commercial  Operations 

22.  We  shall  now  give  a  few  examples  of  simple  commer- 
cial operations  to  illustrate  general  principles.  To  give  a  complete 
exposition  of  the  Foreign  Exchanges,  one  of  the  most  complicated 
and  obscure  branches  of  human  knowledge,  would  require  a  large 
treatise,  and  be  incompatible  with  the  limits  of  this  work 

Suppose  that  a  merchant  in  London  sends  out  £1,000  of 
goods  to  Bordeaux.  By  the  time  they  arrive  there  the  mere 
addition  of  freight  and  insurance  and  other  charges  will  probably 
have  increased  their  cost  of  production,  or  the  cost  of  placing 
them  in  the  market  there,  to  £1,050,  supposing  them  to  be  sold 
without  any  profit  at  all.  But  as  the  merchant  would  never  have 
sent  them  to  that  market  unless  he  expected  to  realise  a  good 
profit,  we  may  suppose  that  they  sell  for  £1,200 

His  correspondent  at  Bordeaux,  instead  of  remitting  the 
money  to  England,  would  find  it  more  profitable  to  invest  the 
proceeds  of  the  goods  in  some  native  product  which  would  fetch 
a  good  price  in  England.  The  chief  native  produce  of  that 
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country  is  irinr  ;  so  the  agent,  after  deducting  all  charges,  would 
invest  the  proceeds  in  wine,  and  send  it  to  England  in  payment 
of  the  goods.  If  the  markets  were  favorable,  this  wine  might  be 
sold  for  £1,500  in  England  :  and  after  deducting  all  charges  on 
the  cargoes  both  ways,  the  difference  would  be  the  merchant's 
profit.  In  this  case  no  specie  would  pass  between  the  countries. 
The  merchant  would  import  more  than  he  had  expected :  and  his 
profits  are  the  excess  of  the  value  of  the  inward  cargo  above  that 
of  the  outward  cargo,  after  deducting  the  charges  both  ways. 

The  merchant's  agent  at  Bordeaux  would  have  to  consider  the 
state  of  the  market,  both  at  Bordeaux  and  London,  before  he 
could  determine  whether  he  should  send  specie  or  wine  in  pay- 
ment of  the  goods.  Supposing  that  the  goods  are  sold  at  a  good 
profit  at  Bordeaux,  he  must  consider  the  price  of  the  wine,  both 
at  Bordeaux  and  in  London.  From  various  causes  the  price  of 
the  wine  at  Bordeaux  might  be  very  high,  and  the  price  of  the  wine 
in  London  very  low  :  so  that  if  he  were  to  send  wine,  it  might 
result  in  a  loss.  If  there  were  no  other  suitable  product  than 
wine,  he  would  have  to  remit  specie  :  and  then  the  exchange 
would  be  in  favor  of  London.  But  before  the  merchant  in 
London  could  reckon  his  profits,  be  would  have  to  deduct  the 
charges  on  the  specie 

Whether  the  transaction  was  profitable  or  not  to  the  merchant 
would  entirely  depend  on  the  amount  of  the  specie  he  received 
for  his  goods  after  deducting  all  charges.  If  there  was  a  scarcity 
of  such  goods  at  Bordeaux,  he  might  realise  good  profits  :  but  it 
would  be  highly  improbable  that  he  should  realise  as  high  profits 
on  the  single  operation,  as  on  the  double  one  of  exporting  goods 
and  importing  wine.  The  import  of  the  specie  would  therefore 
be  less  profitable  to  him,  and  to  the  nation  at  large,  than  the 
import  of  the  wine 

Hence  we  observe  that  specie  is  the  least  profitable  article  of 
import  to  a  country  :  and  it  is  never  sent  unless  there  are  no 
commodities  which  can  be  imported  with  a  profit 

The  reasons  which  caused  the  export  of  specie  from  Bordeaux 
were  the  scarcity  and  dearness  of  wine  at  Bordeaux,  and  its 
abundance  and  cheapness  in  London.  Hence  we  gather  that  the 
scarcity  and  dearness  of  native  products  is  the  sure  cause  of  the 

x  L> 
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export  of  specie  from  a  country :  and  on  the  contrary  an 
abundant  supply  of  cheap  products  of  all  kinds,  both  native  and 
foreign,  will  cause  an  importation  of  Specie 

The  Exchange  being  in  favor  of  a  country  means  nothing 
more  than  that,  from  whatever  causes,  Bullion  has  to  be  remitted 
to  it.  But  the  above  example  is  as  good  as  a  thousand,  to  show 
the  dangerous  fallacy  of  drawing  any  conclusion  as  to  the  advan- 
tage of  the  trade  to  England,  from  the  simple  fact  of  the  Exchange 
being  favorable,  and  an  influx  of  Specie  taking  place 

If  Bordeaux  had  but  one  native  product — wine — the  chance 
of  finding  the  markets  both  at  Bordeaux  and  London  favorable 
for  importing  produce  instead  of  specie  would  be  limited  to  that 
single  article.  But  if  it  had  other  products  the  chances  would  be 
increased  of  finding  articles  to  suit  the  respective  markets  :  and 
the  chances  would  evidently  be  multiplied  according  to  the  number 
and  variety  of  its  products.  Hence  we  see  the  immense  import- 
ance of  making  London  the  entrepot  for  all  the  products  of  the 
world,  so  as  to  multiply  the  chances  of  being  able  to  pay  for  our 
imports  by  exports  of  products  rather  than  of  specie 

The  example  given  above  is  of  the  simplest  description,  and  a 
merchant  of  eminence  who  had  correspondents  in  different  parts 
of  the  world  might  easily  multiply  these  operations  so  as  to  visit 
many  markets  before  the  final  returns  of  his  cargo  were  brought 
home.  Thus,  instead  of  having  the  wine  sent  home  from  Bor- 
deaux, his  correspondent  might  find  it  more  profitable  to  send  it 
to  Buenos  Aires,  and  dispose  of  it  there.  One  chief  native  pro- 
duct there  is  hides  :  and  we  may  suppose  that  his  correspondent 
there  might  invest  the  proceeds  of  the  wine  in  hides  :  which 
there  might  be  a  favorable  opportunity  of  selling  in  the  West 
Indies.  When  the  cargo  arrives  in  the  West  Indies,  instead  of 
remitting  the  proceeds  directly  home,  it  might  happen  that, 
owing  to  a  scarcity  of  corn  at  home,  it  might  be  very  high  there 
and  cheap  in  Canada.  So  he  might  invest  the  proceeds  of  the 
hides  in  sugar  :  despatch  the  sugar  to  Canada,  where  the  mer- 
chant's correspondent  there  would  dispose  of  it,  and  purchase 
corn,  which  he  would  send  to  England 

In  this  case  there  have  been  five  distinct  operations  :  and  as 
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there  will  probably  be  a  profit  upon  each  of  them,  by  the  time  the 
ultimate  return  of  the  goods,  which  originally  cost  El, 000,  are 
brought  to  England,  it  may  be  that  the  ultimate  profit  several 
times  exceeds  the  original  outlay  :  and  no  specie  has  been  sent 
from  one  country  to  another  in  the  whole  course  of  the  extended 
operations 

AVe  may  now  take  Xew  York  as  the  starting  place.  The 
staple  products  of  America  are  bread  stuffs  and  provisions  of  all 
sorts.  A  merchant  of  New  York  sends  a  cargo  of  corn  to 
Liverpool,  and  his  correspondent  there  will  endeavor  to  invest 
the  proceeds  of  that  in  British  goods,  if  he  finds  that  the  state 
of  the  markets  in  England  and  New  York  will  make  such  an 
operation  profitable.  If  the  price  of  corn  here  is  very  high,  and 
the  price  of  goods  is  also  very  high  here  and  lower  in  New  York, 
it  is  clear  that  nothing  but  Specie  will  be  sent.  When  a  great 
and  unexpected  dearth  of  corn  used  to  take  place  in  England, 
and  its  price  rose  very  high,  which,  however,  can  never  happen 
again,  the  infallible  result  used  to  be  to  cause  a  great  drain  of 
Specie  from  this  country,  because  our  necessity  for  corn  was 
much  more  pressing  and  immediate  than  their  demand  for  goods. 
The  only  way  to  arrest  such  a  drain  of  Specie  is  to  effect  such  a 
reduction  in  the  price  of  our  goods  as  will  make  it  profitable  to 
export  goods  rather  than  Specie.  It  was  one  of  the  objects  of 
the  Bank  Act  of  1844,  to  enforce  such  a  contraction  of  Credit  at 
such  times  as  would  reduce  the  price  of  goods,  so  as  to  make  it 
possible  to  send  them  instead  of  Specie 

In  the  cases  we  have  hitherto  been  considering,  we  have 
described  the  operations  as  if  merchants  were  left  perfectly  free 
to  carry  the  goods  whither  they  pleased,  and  were  not  met  and 
obstructed  by  artificial  obstacles  purposely  devised  for  interfering 
with  their  business,  by  the  laws  of  different  nations.  But  all 
modern  nations,  and  our  own  among  the  rest,  have  habitually 
discouraged  the  importation  of  foreign  goods,  and  have  imposed 
heavy  duties  for  the  specific  purpose  of  excluding  them,  as  they 
conceived  the  extraordinary  idea  that  all  foreign  goods  brought 
into  a  country  are  so  much  loss  to  it 
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Thus  the  Statute  of  William  III.,  1688,  c.  24,  says—"  It 
hath  been  found  by  long  experience  that  the  importing  of  French 
commodities  of  all  sorts  have  much  exhausted  the  treasure  of 
this  nation,  lessened  the  value  of  the  native  commodities  and 
manufactures  thereof,  and  greatly  impoverished  the  English 
artificers  and  handicrafts,  and  caused  great  detriment  to  the 
kingdom  in  general" 

If  we  consider  the  effect  of  these  prohibitory  laws  in  one 
place,  it  will  equally  apply  to  every  other.  Thus,  suppose  that 
there  are  high  protecting  duties  at  Bordeaux  against  British 
commodities  :  as  the  customer  must  ultimately  pay  all  the  ex- 
penses, charges,  and  duties  on  the  goods,  it  will  have  the  effect 
of  greatly  raising  the  market  price  there,  and  diminishing  the 
number  of  persons  who  can  afford  to  buy  them  :  hence  the  market 
is  contracted  :  a  smaller  quantity  of  goods  will  overstock  it  than 
if  it  were  more  extended.  This  will  cause  a  less  quantity  of 
goods  to  be  sent  from  England,  and  it  will  cause  a  larger  pro- 
portion of  specie  to  be  remitted  to  pay  for  the  products  of 
Bordeaux 

This  example  shows  that  the  inevitable  effect  of  high  pro- 
tecting duties  between  country  and  country  is  immensely  to 
contract  the  exchanges  which  would  naturally  take  place  between 
them  :  and  to  cause  a  much  more  frequent  transmission  of  specie 
from  one  to  the  other  than  would  be  the  case  in  an  unfettered 
state  of  commerce  :  unless  indeed  the  smuggler  sets  in,  who  is  the 
natural  corrector  of  this  commercial  insanity 

The  effect,  then,  of  prohibitive  duties  is  to  cause  an  influx  of 
Specie  :  but  it  must  not  be  supposed  that  this  is  a  favorable  sign, 
as  it  is  certainly  the  least  profitable  import  a  merchant  can  receive 
for  his  goods.  And  there  is  this  very  marked  difference  between 
an  influx  of  specie  under  the  Protectionist  system,  and  under  a 
Free  Trade  system,  that  the  former  is  accompanied  by  a  great 
dearth  of  foreign  commodities  :  but  the  latter  is  a  sign  of  a  great 
abundance  of  them :  as  specie  is  never  imported  when  men  are 
allowed  to  follow  their  own  interests,  until  our  markets  are  already 
so  overstocked  with  commodities  that  it  has  ceased  to  be  profitable 
to  import  more 
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The  foregoing  cases  coiivey  a  simple  general  outline  of  the 
course  of  trade  between  countries :  and  we  gather  from  them  the 
following  results  respecting  the  influx  or  efflux  of  specie — 

I.  The  cause  of  specie  being  imported  is  when  the  price  of 
goods  is  so  low  in  England  and  so  high  in  foreign  countries  as  to 
tempt  foreigners  to  send  here  to  buy  goods  :  or  to  induce  our 
merchants  to  export  them  to  foreign  countries 

II.  The  cause  of  specie  being  exported  from  England  is  that 
there  is  some  great  and  pressing  demand  for  some  commodity  in 
this  country,  as  formerly  for  corn  in  the  failure  of  the  harvest,  or 
other  food  of  the  people,  and  other  commodities  are  so  scarce  and 
dear   that  they  cannot  be  exported  with  a  profit :  or  that  the 
commodity  is   wanted  in  such  vast  quantities,   that  foreigners 
cannot  consume  our  goods,  which  we  should  prefer  to  send  in 
payment  for  them,  fast  enough  :  so  that  specie  must  be  sent  :  and 
the  greater  the  difference  in  price  the  greater  will  be  the  drain  of 
specie  :  or  that  other  markets  are  already  so  overstocked  with  our 
goods,  which  are  depressed  below  their  usual  market  value  there. 

This  is  what  is  meant  by  overtrading  :  and  from  this  we  see 
that — Overtrading  is  a  sure  Cause  of  a  Drain  of  Specie  from  this 
country 

The  failure  of  the  cereal  crops  in  this  country  used  to  be 
another  sure  cause  of  a  drain  of  specie.  But  with  all  the 
countries  in  the  world  now  ready  to  pour  in  supplies  in  the  event 
of  a  deficient  harvest,  it  may  be  taken  as  certain  that  corn  will 
never  again  rise  to  a  famine  price  in  this  country.  The  great 
Commercial  Crisis  of  1847  was  caused  by  several  years  of  over- 
trading and  the  failure  of  the  potato  crops  in  Ireland,  and  the 
cereal  harvests  in  Great  Britain.  We  shall  have  hereafter  to 
examine  the  policy  and  the  effects  of  the  Bank  Act  of  1844  in 
meeting  it 

There  are  some  countries  from  which  we  draw  articles  of  prime 
necessity,  but  to  which,  from  different  circumstances,  we  do  not 
remit  goods  in  payment.  Russia  was  the  great  source  of  our 
supply  of  hemp,  tallow  and  flax  :  and  we  used  to  import  these 
products  to  the  value  of  about  £12,000,000  yearly:  but  from  her 
prohibitive  tariff,  we  were  unable  to  send  over  our  products  in 
payment  of  these  goods  to  anything  like  a  similar  amount  in 
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value.  To  such  a  country  the  difference  must  be  remitted  in 
specie,  to  the  mutual  loss  of  both  parties  :  and  unless  there  were 
other  means  of  equalising  the  Exchanges,  the  Exchange  with 
Russia  would  always  be  unfavorable 

The  chief  export  trade  of  Ireland  to  England  was  in  articles 
of  food — pigs,  cattle,  oats,  butter,  eggs.  Great  quantities  of 
these  came  from  Ireland,  but  as  these  were  entirely  devoted  to 
pay  the  extravagant  rents  which  the  Irish  landlords  used  to  screw 
out  of  their  unfortunate  tenants,  who  had  nothing  over  after  they 
had  paid  their  rents,  they  were  unable  to  consume  any  English 
goods  in  Exchange  for  those  they  exported.  In  consequence  of 
this,  their  value  had  to  be  remitted  in  specie  :  and  thus  the 
Exchange  between  England  and  Ireland  used  to  be  almost 
uniformly  in  favor  of  Ireland.  If  Ireland  had  been  sufficiently 
wealthy  to  have  consumed  English  goods  instead  of  being  paid  in 
specie,  it  would  have  been  far  more  advantageous  for  both  parties, 
for  English  industry  would  have  been  promoted,  and  Ireland 
would  have  gained  more  valuable  imports 

These  two  examples  illustrate  what  we  have  said  before,  that 
the  frequent  transmission  of  specie  between  countries  which  do 
not  produce  it,  indicates  a  less  profitable  trade  than  the  exchange 
of  products 

If,  then,  specie  be  coming  in  from  a  country,  it  shows  that  we 
have  already  got  so  many  of  their  products  that  it  will  not  pay  to 
import  any  more  :  and  if  specie  be  going  out  to  a  country,  it 
shows  that  we  have  already  sent  out  so  many  goods  to  that 
country  that  it  will  not  pay  to  send  any  more 

Now  suppose  commerce  to  be  in  that  desirable  and  healthy 
state  in  which  no  specie  passes  between  non-bullion-producing 
countries,  who  could  tell  which  way  the  Balance  of  Trade  inclined? 
Each  country  would  show  a  favorable  balance,  taking  the  imports 
and  the  exports  at  their  market  price  in  each  country 

Each  country  would  show  that  their  imports  exceeded  their 
exports  :  that  is,  each  would  show  that  they  had  gained  by  their 
commerce  :  for  the  very  simple  reason  that  the  value  of  the 
imports  in  their  own  markets  would  be  greater  than  the  value  of 
the  exports :  and  unless  it  was  so,  it  is  manifest  that  trade  could 
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not  be  carried  on  :  because  all  the  expenses  and  profits  of  trade 
are  provided  for  by  the  difference  between  the  value  of  the  exports 
and  the  value  of  the  imports.  Hence,  unless  both  parties  gain  by 
the  transaction,  commerce  could  not  be  carried  on 

The  fundamental  fallacy  about  the  Balance  of  Trade  was  that 
the  interests  of  individuals  were  opposed  to  that  of  the  State. 
Legislatures  seemed  to  think  that  every  merchant  had  entered 
into  a  conspiracy  to  ruin  the  State,  which  he  tried  to  carry  into 
effect  by  becoming  as  prosperous  himself  as  he  could.  They 
missed  the  obvious  truism  that  the  prosperity  of  the  State  is 
made  up  of  the  individuals  composing  it :  and  that  every  one  is 
far  keener  in  discerning  what  conduces  to  his  own  prosperity 
than  the  State  can  be  :  and  that  if  private  merchants  found  it 
to  their  advantage  to  import  products  rather  than  Specie,  it  could 
not  be  advantageous  to  the  State  to  force  trade  in  a  contrary 
direction 

On  the  Rate  of  Discount  as  affecting  the  Exchanges 

23.  AVe  have  now  to  treat  of  a  cause  of  the  movements  of 
Bullion,  which  has  acquired  an  importance  in  modern  times  far 
exceeding  what  it  ever  did  before  :  and  that  is  a  difference  in  the 
Rate  of  Discount,  or  Interest,  between  two  countries 

In  former  times,  when  the  communication  between  countries 
was  slow  and  expensive,  and  perhaps  even  insecure,  before  the 
days  of  railroads  and  steamers,  a  considerable  difference  might 
exist  between  the  Rates  of  Discount  in  two  places,  without 
causing  any  movement  of  Bullion  from  one  to  the  other 

But  that  is  not  possible  now.  Communication  between  places 
is  now  so  rapid  and  inexpensive  that  directly  the  Rate  of  Dis- 
count in  two  places  differs  by  more  than  sufficient  to  defray  the 
cost  of  sending  Bullion  from  one  place  to  the  other,  an  immediate 
flow  of  Bullion  takes  place  from  where  it  is  cheaper  to  where  it  is 
dearer 

This  is  in  exact  accordance  with  the  usual  mercantile  principle 
that  operates  in  every  other  case  :  that  if  the  difference  in  the 
price  of  any  commodities  in  two  markets  is  greater  than  the  cost 
of  sending  it  from  one  to  the  other,  it  will  immediately  be  sent: 
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and  this  movement  will  continue  as  long  as  the  difference  in  the 
price  continues 

Now  let  us  take  an  extreme  case  to  illustrate  the  principle. 
Suppose  that  the  Rate  of  Discount  in  London  was  2  per  cent.,  and 
in  Paris  10  per  cent. 

That  would  mean  that  a  merchant  could  sell  a  Debt  of  £100 
for  £98  in  London,  and  only  for  £92  in  Paris.  But  the  expense 
of  sending  Bullion  from  London  to  Paris  is  now  scarcely  J  per 
cent. 

The  consequence  would  be  that  foreign  merchants  would  send 
their  bills  over  in  shoals  to  London  to  be  discounted :  and  they 
would  take  away  the  specie  :  thus  the  Exchanges  would  at  once 
turn  against  the  country 

Not  only  that,  but  Bullion  dealers  would  Fabricate  bills  for 
the  express  purpose  of  having  them  discounted,  and  exporting  the 
specie 

Bullion  dealers  trade  in  Bullion  just  as  other  merchants  trade 
in  goods :  •  and  if  they  see  that  they  can  buy  gold  in  London  at 
2  per  cent,  and  sell  it  in  Paris  for  10  per  cent. :  they,  of  course, 
will  do  so,  and  aggravate  the  drain  of  Bullion.  And  it  is  evident 
that  this  drain  will  not  cease  until  the  Price  of  Gold  is  so  far 
equalised  between  the  two  places  as  to  destroy  this  profit 

Consequently,  at  the  present  day,  it  is  the  imperative  duty  of 
the  Bank  of  England  to  keep  a  steady  watch  on  the  Rates  of 
Discount  in  neighbouring  countries,  and  to  follow  their  variations 
so  as  to  prevent  its  being  profitable  to  export  Bullion  from  this 
country 

On   Foreign  Loans,  Securities,  and  Remittances   as   affecting 
the  Exchanges 

24.  Besides  the  state  of  national  indebtedness  arising  out 
of  commercial  operations,  other  causes  may  affect  the  Exchanges. 
Formerly,  during  foreign  wars,  England,  being  more  abundant 
in  money  and  material  resources  than  in  men,  used  to  subsidise 
foreign  powers  to  a  considerable  amount:  and  the  method  of 
transmitting  such  loans  to  the  best  advantage  to  the  transmitting 
country  was  an  operation  of  considerable  nicety  and  delicacy.  To 
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withdraw  a  \vry  large  amount  of  actual  coin  at  any  given  time 
from  a  commercial  country  might  produce  the  most  disastrous 
consequences  when  so  many  engagements  had  to  be  met  at  a 
fixed  date 

The  method  of  operating  is  simply  an  example  of  what  we 
have  so  fully  illustrated  in  preceding  chapters,  that  the  Release 
of  a  Debt  is  in  all  cases  equivalent  to  a  Payment  in  Money:  or 
that  —  x  —  =+  x  + 

Instead  of  transmitting  vast  amounts  of  Coin,  the  method 
always  adopted  in  such  cases  is  to  purchase  Bills  of  Exchange  on 
the  place  of  payment :  and  by  operating  on  a  number  of  different 
centres  to  prevent  the  disturbances  which  would  arise  from  with- 
drawing too  large  an  amount  of  Circulating  Medium  from  any 
one  place 

In  1794  the  English  Government  agreed  to  lend  the 
Emperor  of  Germany  £4,000,000  :  and  the  problem  was  to  send 
the  money  from  London  to  Vienna  with  as  little  disturbance  as 
possible  to  the  London  money  market 

Mr.  Boycl,  who  conducted  the  operation,  says — "The  remit- 
tance of  so  large  a  sum  as  £4,000,000  I  considered  as  a  matter  of 
infinite  difficulty  and  delicacy,  so  as  to  prevent  its  producing  any 
remarkable  effects  on  the  course  of  Exchange 

"  It  was  necessary  to  vary  the  modes  of  remitting,  and  to  make  use 
of  the  various  means  for  that  purpose  presented  by  all  the  different 
Exchanges  of  Europe.  It  was  not  necessary  to  remit  Bills  upon 
Hamburg  only,  because  it  frequently  happened  that  it  answered 
better  to  remit  to  Hamburg  upon  other  places,  such  as  Madrid, 
Cadiz,  Leghorn,  Lisbon,  Genoa,  &c.,  than  to  remit  direct  on 
Hamburg  ;  and  having  constantly  orders  from  Vienna  with 
regard  to  the  rates  of  the  different  remittances  to  be  made,  our 
attention  was  drawn  to  the  accomplishment  of  these  orders  on  the 
best  possible  terms.  In  fine,  it  was  necessary  to  take  Bullion, 
Bills  direct  upon  Hamburg,  and  Bills  upon  other  places,  all  iuto 
our  means  of  remittance,  without  giving  the  decided  preference  to 
that  mode  which  was  the  most  favorable,  because  any  one  mode 
invariably  adhered  to  would  soon  have  exhausted  and  destroyed 
that  mode  :  whereas  by  turning  occasionally  to  all  the  modes,  and 
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not  sticking  too  long  to  any  one  particular  mode,  we  had  the  good 
fortune  to  make  upon  the  whole  very  favorable  remittances" 

McCulloch  gives  an  example  of  a  similar  operation — "In  1804 
Spain  was  bound  to  pay  France  a  large  subsidy,  and  in  order  to 
do  this,  three  distinct  methods  presented  themselves.  First,  to 
send  dollars  to  Paris  by  land  :  second,  to  remit  Bills  of  Exchange 
direct  on  Paris  :  thirdly,  to  authorise  Paris  to  draw  directly  on 
Spain.  The  first  of  these  methods  was  tried,  but  found  too  slow 
and  expensive  :  and  the  second  and  third  plans  were  considered 
likely  to  turn  the  Exchange  against  Spain.  The  following 
method  by  the  indirect  or  circular  Exchange  was  therefore 
adopted — 

"  A  merchant  or  banquier  at  Paris  was  appointed  to  manage 
the  operation,  which  was  thus  conducted.  He  chose  London, 
Amsterdam,  Hamburg,  Cadiz,  Madrid,  and  Paris  as  the  principal 
hinges  upon  which  the  operation  was  to  turn :  and  he  engaged 
correspondents  in  each  of  those  cities  to  support  the  circulation. 
Madrid  and  Cadiz  were  the  places  in  Spain  from  whence  remit- 
tances were  to  be  made :  and  dollars  were,  of  course,  to  be  sent 
when  they  bore  the  highest  price :  for  which  Bills  were  to  be 
procured  on  Paris,  or  any  other  place  that  might  be  deemed  more 
advantageous.  The  principle  being  thus  established,  it  only 
remained  to  regulate  the  extent  of  the  operation,  so  as  not  to  issue 
too  much  paper  on  Spain,  and  to  give  the  circulation  as  much  sup- 
port as  possible  from  real  business.  "With  this  view  London  was 
chosen  as  a  place  to  which  the  operation  might  be  chiefly  directed, 
as  the  price  of  dollars  was  then  high  in  England,  a  circumstance 
which  rendered  the  proportional  Exchange  advantageous  to  Spain. 

"  The  business  commenced  at  Paris,  where  the  negotiation  of 
drafts  issued  on  Hamburg  and  Amsterdam  served  to  answer  the 
immediate  demands  of  the  State  :  and  orders  were  transmitted  to 
those  places  to  draw  for  the  reimbursement  on  London,  Madrid, 
or  Cadiz,  according  as  the  course  of  Exchange  was  most  favorable. 
The  proceedings  were  all  conducted  with  judgment,  and  attended 
with  complete  success  " 

But  the  most  gigantic  operation  of  this  nature  which  ever 
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took  place,  which  dwarfs  all  similar  ones  into  insignificance,  and 
may  be  regarded  as  the  classic  model  of  such  things,  was  the  pay- 
ment of  the  indemnity  which  unhappy  France  had  to  pay  to 
Germany,  in  consequence  of  the  war  of  1870-71.  A  minute 
account  of  this  operation  was  presented  to  the  National  Assembly 
by  M.  L6on  Say,  from  which  we  take  the  following  details, 
sufficient,  we  hope,  to  make  a  general  outline  of  the  operations 
intelligible 

By  the  definitive  treaty  of  peace  between  Germany  and  France, 
signed  at  Frankfort,  May  10,  1871,  France  became  bound  to  pay 
to  Germany  the  sum  of  5  milliards  of  francs — equal  to  about  200 
millions  sterling — at  the  following  dates — 500  millions  thirty  days 
after  the  restoration  of  order  in  Paris  :  1,000  millions  in  the 
course  of  1871  :  500  millions  on  May  1, 1872  :  and  3,000  millions 
on  March  2,  1874  :  together  with  5  per  cent,  interest  on  the  last 
3  milliards 

Payment  might  be  made  in  Gold  or  Silver,  Notes  of  the  Bank 
of  England,  Prussia,  Holland,  Belgium,  or  first-class  Bills  of 
Exchange 

The  thaler  was  valued  at  3*75  francs  :  and  the  German  florin 
at  2*15  francs 

All  Bills  not  domiciled  (i.e.t  made  payable)  in  Germany  were 
to  be  valued  at  their  net  proceeds  after  deducting  all  costs  of 
collection 

The  portion  of  the  Eastern  Railway  of  France,  situated  in 
Alsace,  was  accepted  as  part  payment  of  the  Debt  to  the  amount 
of  325  millions:  also  125  millions  were  accepted  in  Notes  of  the 
Bank  of  France :  and  the  sum  of  98,400  francs,  which  remained 
due  to  the  City  of  Paris  after  payment  of  the  indemnity  exacted 
from  her,  were  counted  as  payment  on  account  of  the  debt  of 
France 

Besides  the  indemnity  payable  by  France,  the  city  of  Paris 
had  to  pay  an  indemnity  of  200  million  of  francs  :  50  millions  in 
specie  :  50  millions  in  Notes  of  the  Bank  of  France  :  37|  millions 
in  two  month's  Bills  on  Berlin,  at  the  Exchange  of  3'75  francs 
for  the  thaler  :  and  63  millions  in  Bills  upon  London  at  six  and 
fifteen  days'  sight,  at  25'20  francs  for  the  £  sterling 

The  Bills  upon  London   were  bought  at  the   Exchange   of 
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35-3488  :  and  those  on  Berlin  at  the  Exchange  of  3-7325  :  Paris 
therefore  lost  44*88  cents,  on  each  pound  sterling  :  and  gained 
1-75  cent,  on  each  thaler.  The  total  cost  of  the  indemnity 
was  1,965,240*30  francs :  and  after  it  was  all  settled  there  remained 
a  balance  of  98,400  francs  in  favor  of  Paris,  which  was  carried 
to  the  account  of  the  indemnity  due  from  France 

The  total  operation  was  divided  into  two  parts  :  the  payment 
of  the  first  two  milliards,  and  that  of  the  remaining  three 

In  order  to  put  the  Government  in  funds  to  effect  the  payment 
they  negotiated  a  loan  of  1,530  millions  with  the  Bank  of  France  : 
and  created  two  public  debts  of  2,225,994,045,  and  of 
3,498,744,639  francs 

The  Government  being  thus  in  funds,  commenced  its  exchange 
operations,  and  the  debt  was  finally  liquidated  in  the  following 
way — 

By  Compensations 325,098,400  francs 

By  Bank  Notes  and  German  Money     .     742,334,079       „ 
By  Bills  of  Exchange    ....      4,248,326,374-26       „ 

To  effect  this  stupendous  operation,  all  the  great  Bankers  in 
Europe  were  invited  to  assist  :  and  in  June,  1871,  a  London 
agency  was  opened  to  receive  subscriptions  and  bills.  Other 
agencies  were  opened  at  Brussels,  Amsterdam,  Berlin,  Frankfort 
and  Hamburg.  In  the  first  loan  the  £  was  received  at  25'30 : 
the  thaler  at  3'75  :  the  Frankfort  florin  at  7  florins  for  4  thalers : 
the  marc  banco  at  2  marcs  for  one  thaler :  and  Belgian  paper  at 
par.  In  the  second  loan  the  £  was  received  at  25'43  :  the  thaler 
at  3*76  :  the  Frankfort  florin  at  2'14|- :  the  marc  banco  at  1'18J 
for  1  thaler  :  and  Belgian  paper  at  par 

The  Exchange  operations  in  London  began  in  June,  1871, 
and  lasted  till  September,  1873.  The  mean  average  of  the  whole 
was  25-4943 

In  the  course  of  the  operations  the  Treasury  purchased  120,000 
foreign  bills,  amounting  to  about  4J  milliards.  It  opened  sub- 
scriptions in  foreign  countries  ;  and  received  foreign  bills  in  pay- 
ment of  the  loan  opened  in  Paris.  The  subscriptions  to  the  first 
loan  comprised  213  millions :  and  the  subscriptions  to  the  second 
loan  comprised  389  millions  in  foreign  bills 
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M.  Leon   Say  then  gives  some  details  respecting  the  three 
classes   above   named,   as   Compensations  :  as   Bank   Xotes  and 
German  Money  :  and  as  Bills  of  Exchange 
These  compensations  included — 

Notes  of  the  Bank  of  France    .     .     125,000,000  francs 
German  Notes  and  Money   .     .     .     105, <>:',!),!  •!.">      „ 

French  Gold  Money 27;>>,<>;)o,o5x      „ 

French  Silver  Money 239,L;!U,x7r>      „ 

The  German  Bank  Notes  and  Money  were  collected  from  the 
sums  which  the  German  armies  had  brought  with  them  in  the 
invasion 

The  third  class,  viz.,  Bills  of  Exchange,  included  German 
bills  taken  at  their  full  value,  2,799,514,183-72  francs:  and 
other  foreign  bills  taken  at  their  net  proceeds  after  deducting  all 
charges,  1,448,812,190-54  francs 

M.  Leon  Say  then  gives  some  details  of  the  commercial 
operations  undertaken  to  support  these  gigantic  payments  :  but 
he  at  once  acknowledges  that  it  is  impossible  to  explain  their 
complete  theory,  on  account  of  a  new  article  of  merchandise  which 
has  only  recently  been  introduced  into  commerce 

"It  is  not  possible  to  explain  the  operations  of  a  portfolio 
which  contains  120,000  bills  of  a  value  exceeding  4  milliards 

"  There  were  all  sorts  of  bills,  from  less  than  a  thousand 
francs  to  more  than  five  millions  :  some  mentioned  the  purchase 
of  merchandise :  others  appeared  to  be  only  fabricated  for  the 
purpose  :  and  destined  themselves  to  be  covered  at  maturity  by 
bills  which  were  to  be  created  to  pay  real  transactions 

"  Bank  Credits,  the  paper  circulating  between  head  offices  and 
branches>  circular  exchanges,  payments  for  invoices,  the  remission 
of  funds  for  the  ultimate  purchase  of  merchandise,  the  settlement 
of  debts  abroad  to  France  under  the  form  of  coupons,  shares,  and 
commercial  obligations,  were  in  all  these  effects,  making  up  the 
most  gigantic  portfolio  which  was  ever  brought  together 

"  After  all  this,  to  give  a  detailed  classification  is  an  absolutely 
impossible  task.  One  can  do  no  more  than  determine  the  classes 
of  the  operation,  and  make  some  general  remarks  on  these  classes, 
and  on  the  importance  and  meaning  of  the  business  effected  on 
each  of  them 
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"  Fifty  years  ago  there  were  no  other  international  operations 
than  merchandise  and  money :  merchandise,  gold  and  silver  were 
the  only  subjects  of  export  and  import  :  the  balance  of  commerce 
was  settled  in  gold  and  silver.  Everything  which  was  bought 
from  the  foreigner  was  paid  for  in  gold  and  silver,  if  not  in 
merchandise 

"  One  might  find,  then,  in  the  custom  house  data  more  or  less 
exact,  but  at  least  real  data  of  the  course  of  business  between  two 
countries  :  but  things  have  greatly  changed  within  fifty  years 

"  There  has  appeared,  especially  within  the  last  25  years,  in 
international  commerce  what  may  be  called .  a  New  Article  of 
Export  :  an  article  which  in  every  country  has  acquired  a  greater 
importance  than  any  other,  and  which  has  had  the  result  of  com- 
pletely distorting  the  meaning  of  Custom  House  returns.  This 
New  Article  is  Securities  :  it  is  transmitting  across  the  frontiers 
of  different  states  the  property  of  capital  by  representation  :  which 
is  easy  to  transport:  viz.,  these  Capitals  of  the  form  of  Bills  of 
Exchange,  Public  Funds,  Shares  and  Obligations  of  Railways  and 
other  Companies 

"  To  understand  the  real  course  of  international  business,  it  is 
necessary  to  know  not  only  the  imports  and  exports  of  merchan- 
dise, the  imports  and  exports  of  specie,  but  also  the  imports  and 
exports  of  Securities :  and  this  last  class,  which  is  the  most 
important,  and  which  is  the  key  to  the  two  others :  escapes  all 
kinds  of  returns " — because  these  imports  and  exports  are 
transmitted  through  the  Post  Office  and  not  through  the  Custom 
House 

This  is  exactly  the  doctrine  we  have  been  enforcing  for  so 
many  years :  and  shows  the  profound  error  of  those  Economists 
who  would  exclude  Incorporeal  Property  from  the  title  of  Wealth, 
and  of  those  who  write  books  on  Economics,  and  who  are  either 
ignorant  of,  or  ignore  its  existence:  for  in  this  great  mercantile 
country,  it  is  now  the  largest  kind  of  Property  of  any:  and  forms 
an  enormous  article  of  export  and  import  between  countries 

Of  the  whole  French  Indemnity  273  millions  were  paid  in 
French  gold  coin  :  and  239  millions  in  silver  coin  :  being 
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somewhat  over  20  millions  sterling  :  whereas  4]  milliards,  or 
160  millions  sterling,  were  paid  by  Bills  of  Exchange  :  and 
125  millions  in  notes  of  the  Bank  'of  France,  about  equal  to 
f>  millions  sterling  :  besides  an  unascertainable  amount  in  German 
Notes.  Thus  little  more  than  one-tenth  of  the  indemnity  was 
paid  in  actual  specie  :  which  shows  that  a  much  greater  part  is 
played  in  modern  commerce  by  Paper  than  by  Specie 

In  recent  years  it  has  been  the  custom  for  foreign  Govern- 
ments to  raise  loans  in  the  English  market.  So  also  foreign 
Companies  seek  to  raise  capital  in  England.  All  these  loans  act 
upon  the  Exchanges.  There  are  also  the  drafts  of  families  who 
reside  abroad :  these  drafts  act  upon  the  Exchanges  exactly  like 
any  other  drafts 


On  the  India  Council  Bills 

25.  Very  extensive  Exchange  operations  take  place  on 
account  of  the  Government  of  India 

India  has  to  make  very  large  and  continuous  payments  in 
London  on  several  accounts  :  such  as  the  interest  on  the  Public 
Debt  payable  in  London  :  the  military  and  civil  pension  list :  the 
military  charges  for  the  transport  of  British  troops  to  India,  and 
military  stores  :  civil  stores  of  all  sorts  :  the  establishment  of  the 
India  Office  in  London,  and  the  Engineering  College  at  Cooper's 
Hill 

To  meet  these  charges,  the  Council  of  India  in  London  draws 
every  Wednesday  a  certain  amount  of  Bills  on  the  Governments 
of  the  different  Presidencies 

About  thirty  years  ago  these  Council  Bills  did  not  exceed 
about  £3,000,000  a  year  :  but  since  then  they  have  greatly 
increased:  at  the  present  time  they  are  little  short  of  £20,000,000 
a  year 

But  the  Indian  Governments  pay  in  Silver  Rupees  :  it  is 
therefore  requisite  to  draw  for  such  a  sum  in  liupees  as  shall 
produce  the  required  amount  in  Gold  in  London 

It  is  for  this  reason  that  the  relative  Value  of  Gold  and  Silver 
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is  of  such  deep  importance  to  the  Government  of  India.  Every 
penny  that  the  Eupee  falls  in  value  costs  India  £1,000,000 
sterling 

The  great  importance  of  these  Bills,  however,  is  the  effect 
they  have  on  the  Market  Price  of  Silver  :  they  have  in  fact 
exactly  the  same  effect  as  an  equal  quantity  of  Silver  raised  from 
the  mines:  and  in  recent  years  they  have  been  a  very  potent 
factor  in  causing  the  diminished  value  of  Silver  with  respect  to 
Gold 

Selling  Bills  for  Silver  in  the  London  market  is  in  reality  the 
same  thing  as  selling  Silver  itself.  Consequently,  the  more  of 
these  Bills  which  are  pressed  for  sale  :  the  more  does  it  dimmish 
the  value  of  Silver 

The  Government  Rupee  which,  since  1862,  has  replaced  the 
old  Company's  Rupee  of  the  same  weight  and  fineness,  is  180' 
grains  :  being  165  grains  fine  with  15  of  alloy 

The  British  shilling,  coined  at  the  rate  of  66  to  the  pound 
weight  of  Silver  Bullion,  contains  80T8T  grains  of  fine  silver: 
and  the  Florin  contains  161T4r  grains  of  fine  silver 

When  the  price  of  British  Standard  Silver  was  60rf.  per  ounce, 
the  Rupee  was  worth  Is.  10*2,973^.,  or  nearly  Is.  10'3d. 

But  ever  since  1872-73,  there  has  been  a  continuous  fall  in 
the  value  of  Silver  :  so  that  in  1890  it  was  worth  only 
per  ounce  and  the  Rupee  was  worth  only  Is. 


But  the  value  of  Silver  has  still  continued  to  fall,  so  that  at 
the  present  time  Silver  is  only  worth  28^?.  the  ounce.  This 
stupendous  fall,  threatening  bankruptcy  to  the  Indian  Govern- 
ment, roused  them  at  last  to  take  measures  to  save  themselves, 
They  recorded  their  intention  to  restore  the  ancient  gold  standard 
of  India,  the  abandonment  of  which  in  1852,  by  Lord  Dalhousie, 
was  the  greatest  blunder  ever  committed  by  that  great  proconsul, 
and  has  been  the  cause  of  all  the  present  troubles  :  and  they  have 
closed  the  Indian  mints  to  the  coinage  of  silver  with  the  hope  of 
maintaining  the  Rupee  at  Is.  4rf.  This,  however,  they  have  not 
succeeded  in  doing,  as  the  value  of  the  Rupee  is  scarcely  more 
than  Is.  ;  and  there  is  no  security  that  it  may  not  fall  still 
lower. 
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On  Monetary  and  Political  Convulsions  as  ".//'"•//////  Ik*- 
Exchanges 

26.  As  an  immediate  consequence  of  the  preceding  prin- 
ciples, it  follows  that  a  Monetary  or  Political  convulsion  in  a  country 
will  turn  the  Exchanges  in  its  favor,  if  such  an  event  is  not 
prevented  by  the  issue  of  Inconvertible  Paper  Money.  The 
reason  is  plain  :  any  Monetary  or  Political  convulsion  is  attended 
by  a  great  destruction  of  Credit.  That  Credit,  while  it  existed, 
performed  the  functions  of  Money :  but  as  soon  as  it  is  destroyed, 
there  is  an  intense  demand  for  Money  to  fill  the  void.  Money 
rises  enormously  in  value.  Multitudes  of  persons  are  obliged  to 
sell  their  goods  at  a  sacrifice.  The  consequence  is  that  Money, 
having  risen  greatly  in  Value,  both  with  respect  to  Goods  and 
Debts,  flows  in  from  neighboring  countries.  Of  this  we  may  give 
a  few  examples 

In  1797,  the  political  circumstances  of  the  case  produced  a 
severe  crisis,  which  ended  in  the  suspension  of  cash  payments  by 
the  Bank  of  England.  But  the  extreme  tension  in  England 
turned  the  Exchanges  in  her  favor 

In  1800,  there  was  a  great  commercial  crisis  in  Hamburg. 
The  rate  of  discount  rose  to  15  per  cent.  That  immediately 
drained  the  Bullion  from  the  Bank  of  England 

In  1825,  there  was  a  great  commercial  crisis  in  England. 
For  a  considerable  period,  the  Bank,  by  making  extravagant 
issues  at  too  low  a  rate  of  discount,  and  taking  no  measures  to 
prevent  the  Bullion  from  ebbing  away,  had  turned  the  Exchanges 
against  the  country.  But  no  sooner  did  the  panic  take  place  in 
December,  than  the  Exchanges  immediately  turn  in  its  favor. 
Exactly  the  same  thing  happened  in  1847.  No  sooner  had  the 
crisis  fairly  set  iu^  than  the  Exchanges  turned  in  favor  of  the 
country 

In  the  French  Revolution  in  1793,  and  subsequent  years,  the 
Government  issued  enormous  quantities  of  inconvertible  Paper 
Money,  which  caused  all  Silver  to  disappear  from  circulation,  and 
depressed  the  Exchanges  almost  to  nothing,  so  that  at  last  they 
ceased  to  be  quoted.  But  in  179G  all  tin-  Assi^nats  were  sup- 
pressed in  a  day.  Silver  immediately  reuppeaivd  in  circulation, 
and  the  Exchanges  turned  in  favor  of  the  country 
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This  has  been  observed  so  universally,  and  the  reasons  for  it 
are  so  obvious,  that  it  is  needless  to  cite  any  more  instances 

On  the  Means  of  Correcting  an  Adverse  Exchange 

27.  It  has  now  been  shown  upon  what  complicated  causes 
the  great  movements  of  Bullion  depend,  which  produce  such  im- 
portant consequences.  There  are  Three  great  Economic  Quantities 
— Products,  Bullion,  and  Debts — all  seeking  to  be  exchanged,  all 
flowing  from  where  they  are  cheaper  to  where  they  are  dearer 

But  all  this  vast  superstructure  of  Credit — this  mighty  mass 
of  Merchandise,  or  Exchangeable  Property — is  based  upon  Bullion. 
Different  methods  of  doing  business  require  different  quantities  of 
Bullion :  but  however  highly  organised,  perfect,  and  refined  the 
system  may  be,  we  come  at  last  to  the  basis  of  Bullion  as  its  mode- 
rator and  regulator.  If,  therefore,  the  Bullion  be  suffered  to  ebb 
away  too  rapidly,  the  whole  superstructure  is  endangered :  and 
then  ensues  one  of  those  dreadful  calamities — a  Monetary  Crisis 

"We  have  endeavored  to  explain  the  different  causes  which 
produce  an  Adverse  Exchange  :  so  that  if  one  takes  place  the 
proper  corrective  may  be  applied.  If  it  is  caused  by  a  Depre- 
ciated Currency,  there  is  no  cure  but  a  restoration  of  the  Currency 
to  its  proper  state 

When,  however,  it  rises  from  a  balance  of  indebtedness  from 
commercial  transactions,  there  are  but  two  methods  of  correcting 
it — an  Export  of  Produce  or  a  Rise  in  the  Rate  of  Discount 

It  used  to  be  a  favorite  doctrine  that  an  adverse  exchange  is 
in  itself  an  inducement  to  export  produce  on  account  of  the  pre- 
mium at  which  the  Bills  could  be  sold.  What  truth  there  is  in 
this  doctrine  can  only  be  known  to  those  actually  engaged  in  such 
operations  :  but,  at  best,  it  must  be  very  insignificant.  But  a 
very  much  more  certain  means  of  producing  an  export  of  goods  is 
a  Lowering  of  their  Price 

This  was  one  of  the  fundamental  objects  of  the  framers  of  the 
Bank  Act  of  1844.  They  truly  observed  that  the  price  of  goods 
had  often  been  unduly  inflated  by  the  excessive  creation  of  Credit : 
while  Gold  was  rapidly  flowing  out  of  the  country.  Thus  when 
the  price  of  goods  was  kept  too  high  here,  they  of  course  could 
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not  be  exported  to  countries  where  they  were  cheaper  :  and,  con- 
sequently, nothing  but  gold  would  go.  One  object  of  the  Art, 
was  by  causing  a  gradual  and  compulsory  contraction  of  Credit  as 
Bullion  ebbed  away,  to  lower  the  price  of  goods,  and  encourage  mi 
export  of  them 

The  reasoning  of  the  framers  of  the  Act  was  undoubtedly 
correct  in  that  respect.  The  only  question  is  whether  they  hit 
upon  the  right  method  of  producing  the  effect  they  desired  :  and 
whether  the  same  object  may  not  be  attained  by  another  and  a 
better  method.  This,  however,  is  not  the  place  to  discuss  fully 
the  policy  of  that  Act :  because  there  are  several  other  conflicting 
theories  involved  in  it :  which  we  cannot  fully  discuss  until  we 
come  to  explain  the  mechanism  of  the  Act  itself,  and  its  operation 
during  a  Commercial  Crisis 

It  is  sufficient  to  state  here  that  all  the  objects  of  that  Act  can 
be  attained  by  paying  proper  attention  to  raise  the  Rate  of  Dis- 
count rapidly  as  Bullion  flows  out.  If  the  Directors  of  the  Bank 
had  understood  and  acted  upon  this  principle  in  former  times, 
although  there  would  necessarily,  in  the  nature  of  things,  have 
been  Commercial  Crises,  there  would  never  have  been  Monetary 
Panics,  or  any  necessity  for  that  Act.  It  was  to  the  not  under- 
standing and  acting  upon  this  principle  that  all  the  Monetary 
Panics  of  the  last  three-quarters  of  a  century  have  been  due.  It 
is  true  that  we  cannot  blame  them  too  much,  as  before  1833 
interest  by  law  was  restricted  to  5  per  cent.  :  a  rate  wholly 
insufficient  to  check  a  great  outflow  of  bullion  :  and  for  many 
years  it  was  held  to  be  a  theological  sin  to  charge  more  than  5  per 
cent. 

It  has  been  shown  that  a  difference  in  the  rate  of  Discount 
between  two  places  exceeding  the  cost  of  sending  Bullion  from 
one  to  the  other  causes  a  flow  of  Bullion  from  one  to  the  other. 
But  as  all  the  cost  of  sending  Bullion  both  ways  fulls  upon  the 
operator,  the  difference  will  be  greater  than  might  appear  at  first 
sight.  And  if  the  Bills  be  at  three  months  the  profit  realised  will 
only  be  one-fourth  of  the  apparent  difference.  Mr.  Goschen  says 
that  there  must  be  a  difference  of  2  percent,  between  London  and 
Paris  before  the  operation  of  sending  Gold  to  or  from  France  for 
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the  sake  of  the  interest  will  pay.     And  between  other  Continental 
cities,  of  course,  the  difference  may  be  much  greater 

But  whatsoever  the  difference  may  be,  the  Method  is  abso- 
lutely certain.  Directly  the  Kate  of  Discount  is  duly  raised  here, 
persons  cease  to  export  Bullion  from  this  country  :  foreign  bankers 
cease  to  send  over  their  own  bills  for  discount  here  to  export 
Bullion  :  they  increase  their  demand  for  English  bills.  And  as 
the  rate  is  raised  the  demand  will  increase  until  the  price  reaches 
the  Specie  point :  and  Gold  flows  in.  And  as  the  Eate  rises  more, 
the  more  powerful  will  be  the  attraction,  until  at  last  the  necessary 
equilibrium  is  restored  between  Bullion  and  Credit 
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CHAPTER     XI 
ON    THE    NATURE    OF    THE    FUNDS 

1.  The  nature  of  the  Funds  has  always  been  an  inscrutable 
mystery  to  those  persons  who  adhere  to  the  exploded  concept  of 
Economics  as  the  "Production,  Distribution,  and  Consumption 
of  Wealth" 

If  a  person  had  £500,000,  as  it  is  termed,  in  the  Funds,  he 
would  be  acknowledged  to  be  a  "  Wealthy  "  person.  But  when 
the  Funds  themselves  are  said  to  be  Wealth,  many  persons  are 
scandalised  at  the  idea  that  Public  Debts  are  Public  Wealth 

It  is  obvious  that  the  Public  Debts,  or  Public  Credit,  depends 
•upon  exactly  the  same  principles  as  the  Credit  of  private  persons 
of  which  we  have  elaborately  explained  the  principles  aud  the 
mechanism  in  the  preceding  chapters.  All  the  difficulties  and 
perplexities  of  the  subject  proceed  from  not  having  thought  out 
and  settled  the  elementary  Concepts  of  Economics,  as  has  been 
done  in  all  other  established  Sciences 

Before,  however,  we  proceed  to  the  exposition  of  the  subject, 
it  will  be  expedient  to  clear  away  the  errors  with  which  it  is 
infested 

Error  of  Mill  and  others  regarding  the  Nature  of  the  Funds 

2.  It  is  first  of  all  necessary  to  point  out  a  most  serious  and 
vital  error  which  many  persons  hold  regarding  the  Nature  of  the 
Funds 

Thus  Mill  says1 — "  This  leads  to  an  important  distinction  in 
the  meaning  of  the  word  Wealth  as  applied  to  the  possessions  of 
the  individual,  and  to  those  of  a  nation,  or  of  mankind.  In  the 
Wealth  of  mankind,  nothing  is  included  which  does  not  of  itself 
answer  some  purpose  of  use  or  pleasure  (?).  To  an  individual 

1  Preliminary  fiemarks 
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anything  is  Wealth  which,  though  useless  in  itself,  enables  him  to 
claim  from  others  a  part  of  their  stock  of  things  useful  or 
pleasant 

"  Take,  for  instance,  a  mortgage  of  one  thousand  pounds  on  a 
landed  estate.  This  is  Wealth  to  the  person  to  whom  it  brings  a 
revenue,  and  who  could  perhaps  sell  it  in  the  market  for  the  full 
amount  of  the  debt.  But  it  is  not  Wealth  to  the  country  :  if  the 
engagement  were  annulled  the  country  would  be  neither  poorer 
nor  richer.  The  mortgagee  would  have  lost  a  thousand  pounds, 
and  the  owner  of  the  land  would  have  gained  it.  Speaking 
nationally,  the  mortgage  was  not  itself  Wealth,  but  merely  gave 
A  a  claim  to  a  portion  of  the  wealth  of  B.  It  was  wealth  to  A, 
and  wealth  which  he  could  transfer  to  a  third  person  :  but  what 
he  so  transferred  was  in  fact  a  joint  ownership,  to  the  extent  of  a 
thousand  pounds,  in  the  land  of  which  B  was  nominally  the  sole 
proprietor 

"  The  position  of  the  fundholders,  or  holders  of  the  public 
debt,  is  similar.  They  are  mortgagees  on  the  general  Wealth  of  the 
country.  The  cancelling  of  the  debt  would  be  no  destruction  of 
wealth,  but  a  transfer  of  it :  a  wrongful  abstraction  of  wealth 
from  certain  members  of  the  community  for  the  benefit  of  the 
Government  or  the  taxpayers.  Funded  property,  therefore,  cannot 
be  counted  as  part  of  the  national  wealth.  This  is  not  always 
borne  in  mind  by  the  dealers  in  statistical  calculations.  For 
example,  in  the  estimating  of  the  gross  incomes  of  the  country 
founded  on  the  proceeds  of  the  Income  Tax,  incomes  derived  from 
the  funds  are  not  always  excluded:  though  the  taxpayers  are 
assessed  on  their  whole  nominal  income,  without  being  permitted 
to  deduct  from  it  the  portion  levied  from  them  in  taxation  to 
form  the  income  of  the  fundholder.  In  the  calculation,  therefore, 
one  portion  of  the  general  income  of  the  country  is  counted  twice 
over,  and  the  aggregate  amount  made  to  appear  greater  than  it  is 
by  about  thirty  millions.  A  country,  however,  may  include  in  its 
wealth  all  stock  held  by  its  citizens  in  the  funds  of  foreign 
countries,  and  other  debts  due  to  them  from  abroad.  But  even 
this  is  only  wealth  to  them  by  being  a  part  ownership  in  wealth 
held  by  others.  It  forms  no  part  of  the  collective  wealth  of  the 
human  race.  It  is  an  element  in  the  distribution,  but  not  in  the 
composition,  of  the  general  wealth  " 
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How  does  the  distinction  between  public  and  private  wealth 
in  the  above  passage  consist  with  Mill's  general  definition  of 
wealth — that  it  is  Anything  which  has  Purchasing  Power  ? 

The  fallacy  that  the  Funds  are  similar  to  a  mortgage  appears 
conspicuously  in  another  writer,  Mr.  Capps,  who  gained  a  prize  of 
£200  put  at  the  disposal  of  the  Society  of  Arts,  for  the  best  essay 
on  the  mode  of  liquidating  the  National  Debt 

He  says — "  There  are  two  antagonistic  and  conflicting  fallacies 
respecting  the  National  Debt  which  are  very  prevalent.  The  first 
is  that  funded  property  forms  as  much  a  portion  of  the  wealth  of 
the  country,  and  is,  therefore,  to  be  reckoned  among  its  assets,  as 
lands,  houses,  or  any  other  description  of  tangible  property.  The 
second,  which  is  precisely  the  opposite  of  the  former,  is  that  the 
Debt  is  a  subtraction  or  a  deduction  from  the  wealth  of  the 
country  :  that  the  country  is  so  much  the  poorer  for  it.  Neither 
the  one  nor  the  other  is  correct :  for  the  truth  is  that  the  country, 
with  the  trifling  exception  which  we  shall  hereafter  name,  is 
neither  the  richer  nor  the  poorer  for  the  existence  of  the  debt,  and 
that  consequently,  both  the  opinions  we  have  mentioned  as  being 
prevalent  are  erroneous :  which  we  shall  now  proceed  to  show 

"  With  regard  to  the  first,  we  have  seen  estimates  made  of  the 
total  wealth  of  the  country  in  which,  after  the  enumeration  as  a 
portion  of  the  wealth  of  the  nation  of  lands,  houses,  raw  materials 
and  manufactured  products  of  all  descriptions,  there  has  been  an 
item  inserted  of  "  Funded  Property  "  which  has  been  considered 
as  of  itself  an  actual  property,  separate  from,  and  an  addition  to, 
all  other  wealth.  Now  the  debt,  or  the  funds,  though  a  property 
to  the  parties  who  hold  them,  are  not  so  to  the  nation  as  a  whole  : 
for  they  are  only  a  Mortgage  upon  the  rest  of  the  property  of  the 
country :  and  by  just  so  much  as  they  are  the  property  of  the 
holders  they  are  an  incumbrance  and  a  diminution  of  the  value  of 
the  things  so  mortgaged  or  encumbered 

"  It  is  precisely  a  parallel  case  to  the  following — A  is  worth 
£10,000  in  the  shape  of  an  estate  of  that  value.  B  is  worth 
£5,000  in  money.  A  mortgages  his  estate  to  B  for  £5,000,  and 
spends  the  money  unproductively.  [Why  so  ?  Suppose  he  spends 
the  money  in  improving  his  estate  ?]  Let  now  a  valuation  be 
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made  of  the  property  of  A  and  B  jointly,  and  we  shall  find  that 
the  amount  of  their  united  wealth  is  just  the  value  of  the  estate 
and  nothing  more.  The  estate  is  worth  £10,000,  £5,000  of 
which  belongs  to  B  as  mortgagee,  and  £5,000  is  the  value  of  the 
equity  of  redemption  to  A  as  mortgagor.  The  mortgage  in  no 
way  adds  to  the  value  of  the  estate,  and  though  it  is  a  property 
to  B  as  mortgagee,  it  is  to  the  same  extent  a  diminution  to  A  of 
the  value  of  the  estate 

"  It  is  the  same  with  the  National  Debt.  The  whole  country 
and  its  productions  are  mortgaged  to  the  f landholders  to  the  extent 
of  about  one-seventh  of  their  value  :  and  though  such  funds  form 
a  property  to  the  holders  of  them,  they  are  only  so  in  the  charac- 
ter of  a  mortgage  which  reduces  the  value  of  the  property  mort- 
gaged to  its  proprietor  by  just  the  amount  of  the  mortgage.  In 
taking,  therefore,  any  account,  or  making  any  valuation  of  the 
total  wealth  of  the  country,  funded  property  must  not  be  put 
down  as  an  item,  unless  you  make  a  corresponding  deduction,  on 
the  other  hand,  from  the  value  of  the  property  of  which  it  forms 
a  mortgage  " 

We  have  quoted  these  passages  at  somewhat  wearisome  length, 
in  order  that  we  may  not  be  supposed  to  have  misrepresented  the 
writers.  They  contain  a  complete  series  of  misconceptions  and 
errors  upon  a  subject  of  great  importance,  and  which  involves 
several  of  the  fundamental  concepts  of  Economics 

Error  of  considering  the  Funds  as  a  Mortgage  on  the 
Property  of  the  country 

3.  To  consider  the  Funds  as  a  Mortgage  on  the  lands  and 
property  of  the  country  as  Mill,  Mr.  Capps,  and  hosts  of  other 
writers  do,  is  a  gross  and  palpable  error  which  only  arises  from 
ignorance  of  the  most  elementary  principles  of  Mercantile  Law 

A  Mortgage  is  a  formal  deed  conveying  rights  to  certain 
property.  When  were  the  Fundholders  ever  put  by  a  formal  deed 
of  conveyance  into  possession  of  the  country  and  its  products  ? 
Let  us  see  the  Act  of  Parliament  which  did  so.  Let  this  wonder- 
ful deed  of  conveyance  be  produced.  Until  it  can  be  produced,  it 
is  clear  that  the  Funds  are  not  similar  to  a  mortgage  on  the 
property  of  the  country 
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As  a  matter  of  pure  Jurisprudence  the  Funds  and  a  Mortgage 
deed  belong  to  two  totally  different  classes  of  property 

In  English  Law,  when  a  person  borrows  money  on  mortgage, 
as  it  is  termed,  he  actually  sells  the  land  to  the  mortgagee  in 
exchange  for  the  money  :  and  the  mortgage  deed  is  a  title  to  that 
specific  laud  or  other  property,  and  to  no  other.  The  mortgagee 
becomes  the  actual  legal  owner  of  the  land  :  but  he  is  bound  to 
re-sell,  or  re-convey,  the  land  to  the  mortgagor  upon  his  repaying 
the  money.  Hence  a  mortgage  deed  is  not  separate  property  from 
the  land  :  it  forms  but  one  property  with  it.  Just  as  Bills  of 
Lading  and  Dock  Warrants  are  titles  to  specific  goods,  and  are 
one  property  with  them.  Mortgage  Deeds,  and  Bills  of  Lading 
are  not  Credit :  they  are  Jura  in  re 

But  the  Funds  are  pure  Rights  of  action  against  the  State  as  a 
Persona  :  or  Rights  of  action  to  demand  from  it  a  series  of  future 
payments  in  exchange  for  money  which  the  Fundholders  have 
lent  or  sold  to  the  State.  They  are  simply  a  Bill  of  Exchange 
payable  by  instalments  for  ever 

"When  a  merchant  gives  a  Bill  of  Exchange  in  exchange  for 
goods,  it  is  not  a  right  to  any  specific  money  :  it  is  simply  an 
abstract  Right  of  action  against  his  person :  he  merely  engages 
that  he  shall  be  ready  to  pay  the  bill  when  it  falls  due  :  and 
therefore  it  is  called  a  Credit 

So  when  the  State  borrows  money,  and  gives  the  Right  to 
demand  a  series  of  future  payments  from  it  in  Exchange,  which 
are  called  the  Funds,  they  are  not  the  Rights  to  any  specific  lands, 
products  or  money  :  they  are  merely  Rights  against  the  State  as 
a  Persona  in  its  corporate  capacity  :  and  they  are  intended  to  be 
paid  out  of  its  future  income,  just  as  a  merchant  pays  his 
acceptances  out  of  his  future  income.  They  are,  therefore,  termed 
Public  Credit 

To  suppose  that  the  Funds  are  a  mortgage  on  the  land  and 
its  products  is  as  gross  an  error  in  Mercantile  Law,  as  it  is  to 
suppose  that  wrhen  a  merchant  accepts  a  Bill  of  Exchange  he 
thereby  grants  a  mortgage  on  his  lands  or  house 

The  Funds,  like  Bills  of  Exchange,  are  Credit:  they  both 
belong  to  that  class  of  property  termed  Jura  in  Personam 
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Mill  is  also  grossly  in  error  when  he  says  that  the  citizens  of 
one  country  may  include  in  their  wealth  the  stocks  held  by  them 
of  foreign  countries,  and  other  debts  due  to  them  from  abroad  : 
but  that  it  forms  no  part  of  the  wealth  of  the  collective  wealth 
of  the  human  race  :  because  it  is  only  wealth  to  them  as  part 
ownership  in  wealth  held  by  others 

This  involves  the  very  common,  but  gross,  error  that  a  Creditor 
has  any  Right,  or  Property,  in  the  possessions  of  his  debtor. 
But  every  Jurist  in  the  world  has  pointed  out  that  a  Creditor 
has  no  Eight,  or  Property,  in  the  possessions  of  his  debtor,  as  we 
have  fully  shown  already.  A  debtor's  property  is  absolutely  his 
own  :  and  all  that  the  Creditor  has  is  an  abstract  Right  of  action 
against  his  Person  to  compel  him  to  exchange  some  of  his 
property  to  buy  up  the  Right  of  action  against  himself.  The 
Right  of  action  and  the  Debtor's  property  are,  therefore,  separate 
and  distinct  articles  of  property  :  and  there  is  no  joint  ownership 
whatever.  It  is  the  very  first  thing  which  is  inculcated  on  every 
student  of  Mercantile  Law,  that  a  Bill  of  Exchange  is  not  the 
title  to  any  specific  money.  And  it  is  into  this  elementary 
blunder  that  Scholastic  Economists,  like  Mill,  Mr.  Capps,  Stanley 
Jevons,  Roscher,  Marshall,  and  many  others,  have  fallen,  which 
shows  that  they  are  ignorant  of  the  rudimentary  principles  of 
Credit 

On  the  Nature  of  a  Chose-in-action 

4.  The  blunder  committed  by  Mill,  Mr.  Capps,  and  many 
others  in  holding  the  Funds  to  be  a  Mortgage  on  the  land  and  its 
products  shows  such  gross  ignorance  of  the  elementary  principles 
of  Jurisprudence  and  Mercantile  Law,  and  is  so  important  as 
regards  Economics,  that  it  will  be  of  advantage  to  explain  it  fully 
for  the  benefit  of  lay  readers  :  and  to  set  before  them  the  nature 
of  a  Chose-in-action 

Thus  it  is  said1 — "  Thing  in  action  is  when  a  man  hath  cause 
or  may  bring  an  action  for  some  duty  due  to  him,  as  an  action  of 
Debt  upon  an  Obligation,  Annuity  or  Rent.  .  .  And  because 

1  Termes  de  la  Ley.     Chose  in  action 
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they  are  things  whereof  a  man  is  not  possessed,  but  for  recovery  of 
them  is  driven  to  his  action,  they  are  called  things  in  action" 

So  also1 — "  "We  will  proceed  next  to  take  a  short  view  of  the 
nature  of  property  in  action :  which  is  where  a  man  has  not  the 
enjoyment  (either  actual  or  constructive)  of  the  thing  in  question, 
but  merely  a  right  to  recover  it  by  a  suit  or  action  at  law  :  from 
whence  the  thing  so  recoverable  is  called  a  thing  (or  chose)  in 
action.  Thus  money  due  on  a  bond  is  a  chose  in  action,  for  a 
Eight  to  claim  the  money  vests  whenever  it  comes  payable  :  but 
there  is  no  possession  till  recovered  by  course  of  law,  unless  pay- 
ment be  first  voluntarily  made  " 

So  again2 — "  Chose-in-action  is  a  thing  Incorporeal,  and  only 
a  Right  :  as  an  Annuity,  Obligation  for  Debt  .  .  .  Chose  in 
action  may  also  be  called  chose  in  suspense,  because  it  has  no 
real  existence  or  being,  nor  can  properly  be  said  to  be  in  our 
possession  " 

"We  have  already  carefully  pointed  out3  that  Jurists  of  all 
nations  include  Abstract  Rights  of  all  sorts,  and  among  them 
Rights  of  action  or  Debts,  as  Wealth,  Goods,  Chattels,  Vendible 
Commodities,  Merchandise 

We  have  also  shown  that  Pothier  carefully  warned  his  readers 
from  supposing  that  a  Creditor  has  any  Property  or  Right  in  the 
possessions  of  his  Debtor 

We  have  already  explained  that  in  all  transactions  on  Credit 
the  absolute  property  in  the  thing  "  borrowed,"  or  in  reality  sold, 
passes  to  the  purchaser  :  and  that  the  seller  loses  all  property  in 
the  thing  "  lent"  or  sold  :  and  that  he  acquires  only  an  abstract 
personal  Right  to  compel  the  "  borrower  "  to  make  an  equal  pay- 
ment at  some  future  time  :  but  no  property  in  the  possessions  of 
his  Debtor  :  but  he  may  sell  this  Right  of  action  to  any  one  else, 
like  any  material  chattel 

All  this  notion,  therefore,  of  a  Creditor  having  joint  owner- 
ship in  the  possessions  of  his  Debtor,  which  was  originated,  as 
far  as  we  are  aware,  by  Mill  and  Mr.  Capps,  and  followed  up  by 

1  Stephen's  Blackstone,  pt.  II.,  oh.  I. 

2  Mount,  Law  Diet. 
*Vol.  /.,  CJiap.  /.,  §  10,  12,  13,  62.     Chap.  III.,  Prel.  Eem. 
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so  many  other  Scholastic  Economists,  is  a  pure  delusion  arising 
from  their  own  ignorance  of  law 

Among  several  others  I  may  cite  Roscher,  who  has  attacked 
me  in  his  Political  Economy  on  this  ground  :  but  any  student  of 
Mercantile  Law  would  tell  him  that  his  attack  is  founded  on 
ignorance  of  the  rudimentary  principles  of  Mercantile  Law 

Persons  who  commit  such  grotesque  blunders  are  not  qualified 
to  write  on  Economics  at  all 


Are  the  Incomes  of  the  Fundholders  to  le  reckoned  Separately 
in  the  General  Income  of  the  country  ? 

5.  Mill  then  alleges  that  it  is  a  statistical  error  to  count  the 
incomes  of  the  fundholders  as  independent  incomes  in  the  general 
income  of  the  country :  as  they  are  already  paid  by  the  taxpayers ; 
and  that  to  count  them  as  separate  incomes  is  to  count  the  same 
sum  twice  over 

Now  if  this  doctrine  is  true — If  it  is  a  theoretical  error  of 
statisticians  to  count  the  incomes  of  the  fundholders  as  separate 
incomes  in  the  general  income  of  the  country  :  it  is  equally  a 
practical  error  in  the  Chancellor  of  the  Exchequer  to  charge  the 
fundholders  with  Income  Tax  :  for  that  is  to  tax  incomes  twice 
over :  but  by  taxing  them,  it  is  very  evident  that  he  considers 
them  as  separate  taxable  incomes 

Considering  the  reputation  that  Mill  formerly  enjoyed  as  an 
Economist,  though  it  is  now  utterly  exploded  among  all  intelligent 
persons,  it  is  somewhat  surprising  that  this  doctrine,  which  is  so 
comfortable  for  the  fundholders,  never  seems  to  have  attracted 
their  attention.  If  it  is  true,  why  do  not  the  fundholders  in  a 
body  memorialise  the  Chancellor  of  the  Exchequer  to  exempt 
them  from  the  Income  Tax,  on  the  plea  that  their  incomes  have 
already  been  taxed  in  the  general  income  of  the  country  ?  For  if 
it  is  a  statistical  error  to  count  the  same  sum  twice  over  in  the 
general  income  of  the  country,  it  is  equally  a  practical  error  to 
tax  the  same  income  twice  over 

And  if  an  obdurate  Chancellor  of  the  Exchequer  turned  a  deaf 
ear  to  their  memorial,  why  should  they  not  take  measures  to  have 
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the  question  tried  in  a  Court  of  Law  ?  And  the  Judges  would 
very  soon  clarify  the  ideas  of  the  memorialists  on  the  nature  of 
the  Funds 

The  doctrine  is  no  doubt  somewhat  specious,  and  requires 
investigation  :  but  we  shall  find  that  in  this  case,  as  in  so  many 
others,  Mill  asserts  a  doctrine  which  hits  a  great  many  other  cases 
besides  the  one  he  has  in  view 

If  the  argument  is  true  that  the  incomes  of  the  fundholders 
must  be  excluded  from  the  general  income  of  the  country  because 
they  are  already  paid  by  the  taxpayers,  it  applies  to  a  great  many 
other  cases  :  because  many  other  incomes  are  paid  out  of  the  taxes 
of  the  country  ;  and  yet  are  charged  with  Income  Tax 

1.  The  Crown  :  the  civil  list  of  the  Crown  is  paid  out  of  the 
taxes  of  the  country  :  therefore  it  is  not  a  separate  income  :  and 
therefore,  according  to  Mill,  the  Sovereign  should  pay  no  Income 
Tax 

2.  The   Naval   and  Military  forces:   the  payment  of  all 
seamen  and  soldiers  is  paid  out  of  the  taxes  of  the  country  : 
therefore  they  are  not  separate  incomes  :  therefore,  according  to 
Mill,  they  ought  not  to  pay  income  Tax 

3.  The  Civil  Service :  the  whole  of  the  Civil  Service  from 
the  Prime  Minister  and  Lord  Chancellor  down  to  the  humblest 
policemen  are  paid  out  of  the  taxes  and  rates  :  therefore,  their 
incomes  are  not  separate  incomes  :  and,  therefore,  according  to 
Mill,  they  ought  not  to  pay  Income  Tax 

If  Mill's  argument  is  true  the  incomes  of  all  these  persons 
must  be  excluded  from  the  catalogue  of  the  national  income, 
because  they  all  stand  on  the  same  footing  as  the  fundholders  ; 
they  are  all  paid  out  of  the  taxes  of  the  country  :  and  for  the 
same  reason  they  ought  not  to  pay  Income  Tax 

Are  believers  in  Mill  prepared  to  accept  these  conclusions  ? 
If  his  argument  is  true,  how  can  they  escape  from  them  ? 

But  if  Mill's  argument  is  true,  it  must  be  applied  to  many 
other  cases  besides  those  of  persons  who  receive  continuous  salaries 
paid  out  of  the  taxes  of  the  country  for  rendering  continuous 
services 
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Many  persons  do  it  a  temporary  service,  and  are  paid  out  of 
the  taxes  of  the  country.  If  Mill's  argument  is  true,  the  sums 
paid  by  the  State  for  these  services  are  not  separate  incomes  from 
the  general  income  :  because  they  are  paid  out  of  the  taxes  of  the 
country :  and,  according  to  Mill,  they  ought  not  to  pay  Income 
Tax 

The  Government  frequently  contracts  with  private  firms  to  do 
work  for  the  State  :  with  shipbuilders  to  build  ironclads  :  or 
guns  :  with  contractors  to  supply  clothing,  arms,  beef,  pork,  rum, 
and  other  stores  of  all  sorts  :  also  with  private  firms  for  building 
the  public  offices,  barracks,  &c. 

All  these  contractors  are  paid  out  of  the  taxes  of  the  country 

If  Mill's  argument  is  true,  the  sums  paid  to  these  contractors 
ought  not  to  be  counted  in  their  incomes :  because  they  are  paid 
out  of  the  taxes  of  the  country:  and  the  contractors  ought  not  to 
be  charged  Income  Tax  on  their  profits  made  out  of  these 
contracts 

Are  believers  in  Mill  prepared  to  accept  these  conclusions  ? 
If  his  argument  is  true,  how  can  they  escape  from  them  ? 

But  if  Mill's  argument  is  true,  it  must  be  greatly  extended  : 
for  many  persons  derive  their  income  from  those  of  other  persons  : 
and  yet  they  both  pay  Income  Tax 

A  great  nobleman  has  an  income  perhaps  of  £100,000  a  year  : 
he  keeps  a  French  cook  at  a  salary  of,  perhaps,  £300  a  year  :  a 
Scotch  gardener  at  £250  a  year  :  and  a  retinue  of  other 
domestics 

Now  it  is  evident  that  the  incomes  of  all  his  employes  and 
domestics  come  out  of  my  lord's  income :  and  yet  they  are  each 
reckoned  separately  in  the  income  of  the  country  :  and  my  lord 
pays  Income  Tax  on  his  income  :  and  each  of  his  employes  whose 
income  is  above  the  limit  pays  Income  Tax  on  his  income 

In  short,  if  Mill's  argument  is  true,  the  salary  of  no  person 
whatever  who  is  in  the  employment  or  service  of  any  other  person, 
single  or  corporate,  ought  to  be  counted  as  a  separate  income  :  and 
he  ought  not  to  be  taxed  for  it 

Are  believers  in  Mill  prepared  to  accept  these  conclusions? 
If  his  argument  is  true,  how  can  they  escape  from  them  ; 
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Every  person's  Income  is  paid  out  of  the  Income  of  someone  else 

6.  But  to  bring  the  matter  to  a  conclusion  it  is  easy  to  show 
that  the  income  of  every  trade,  business,  and  profession  whatever 
is  paid  in  succession  out  of  the  general  income  of  the  country 

The  doctrine  thus  stated  abruptly  may  seem  like  a  paradox. 
Nevertheless,  a  very  slight  explanation,  with  the  assistance  of  the 
fundamental  truths  of  modern  Economics,  will  very  soon  unravel 
the  paradox.  And  it  is  contained  in  the  observation  of  Smith 
that  the  same  pieces  of  money  pay  everyone's  income  in  suc- 
cession 

It  has  been  shown  that  one  of  the  great  advances  in  Economics 
made  by  Smith  and  Condillac  was  that  in  an  exchange  both  sides 
gain 

The  proposition  that  we  have  stated,  that  every  person's 
income  comes  out  of  the  income  of  someone  else,  is  the  necessary 
consequence  of  Smith's  observation  that  the  same  pieces  of  money 
pay  everyone's  income  in  succession,  and  that  in  an  exchange 
both  sides  gain 

Let  us  take  a  few  examples — 

It  is  obviously  true  of  all  professional  men.  Where  do  the 
incomes  of  lawyers  and  medical  men  come  from  ?  Evidently  from 
the  incomes  of  their  clients  and  patients.  "Where  do  the  incomes 
of  actors  and  musical  performers  come  from  ?  Evidently  from 
the  incomes  of  their  audiences.  And  the  incomes  of  all  these 
persons  are  justly  reckoned  separately  in  the  general  income  of 
the  country 

Owners  of  laud  devote  their  labor  and  capital  to  produce  corn 
and  cattle  and  herds,  because  they  know  that  the  public  want  to 
be  clothed  and  fed.  And  they  make  an  income  by  so  doing. 
And  where  does  their  income  come  from  ?  Evidently  from  the 
incomes  of  the  persons  who  want  to  be  clothed  and  fed 

Merchants  bestow  their  labor  and  capital  in  importing  foreign 
commodities  into  the  country  :  and  by  so  doing  they  make  an 
income.  And  where  does  their  income  come  from  ?  Evidently 
from  the  incomes  of  the  persons  who  want  their  commodities 

Landholders,  having  earned  an  income  by  selling  corn  and 
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cattle,  expend  their  income  on  their  employe's,  or  butchers,  bakers, 
tailors,  lawyers,  doctors,  and  public  amusements,  and  educating 
their  children 

Merchants,  having  earned  an  income  by  importing  or  exporting 
commodities,  as  the  case  may  be,  expend  their  income  on  their 
clerks  and  servants,  educating  their  children  :  upon  butchers, 
bakers,  tailors,  wine  merchants,  and  places  of  public  amusement. 

Lawyers,  doctors,  engineers,  actors,  &c.,  having  earned  an 
income  from  their  clients  and  patients,  expend  that  income  upon 
educating  their  children,  upon  butchers,  bakers,  tailors,  &c.,  and 
public  amusements 

And  this  mechanism  is  true  of  all  occupations  and  trades  in 
succession.  In  fact  the  whole  mechanism  of  society  is  a  series  of 
exchanges  :  and  in  all  exchanges  there  is  profit 

Each  party  in  the  exchange  earns  an  income,  and  he  pays 
Income  Tax  on  that 

Contractors  earn  an  income  from  private  persons  by  doing 
them  services  :  by  building  ships,  houses,  factories,  &c.:  and  they 
pay  an  Income  Tax  on  their  profits.  Contractors  do  the  State 
services  by  building  ships,  guns,  public  offices,  barracks,  and  in 
innumerable  other  ways  :  they  earn  an  income  by  so  doing,  just 
in  the  same  way  as  by  doing  a  similar  service  to  private  persons : 
and  therefore  they  pay  Income  Tax  on  their  profits  :  equally  in 
one  case  as  in  the  other 

If  Mill's  doctrine  were  true,  a  lawyer  who  earns  an  income  by 
fees  from  private  clients  should  pay  Income  Tax  :  but  a  judge 
who  earns  an  income  by  performing  judicial  services  to  the  State, 
and  receives  a  salary  for  so  doing  out  of  the  taxes,  should  pay  no- 
Income  Tax 

But  no  Chancellor  of  the  Exchequer  or  Court  of  Law  would 
listen  to  such  an  argument  for  a  moment 

Mill's  argument,  therefore,  is  entirely  erroneous  as  applied  to 
the  fundholders,  and  all  the  preceding  cases 

The  case  where  it  does  apply  is  where  a  father  makes  his  son 
an  allowance  to  keep  him  at  college  :  in  this  case,  the  youth  does 
nothing  to  earn  an  income :  it  is  a  pure  gratuity :  it  comes  out  of 
his  father's  income,  who  receives  no  service  in  exchange  for  it : 
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such  an  allowance  is  no  more  to  be  reckoned  as  part  of  the  income 
of  the  country  than  the  sum  spent  by  a  lather  in  maintaining  his 
children  at  home  is  part  of  the  income  of  the  country 

Suppose  again  a  father  has  a  son  in  the  Guards,  and  finding 
his  pay  not  sufficient  to  enable  him  to  maintain  himself  suitably 
to  his  position  in  society,  makes  him  an  allowance.  Then  the 
pay  he  receives  from  the  State  is  part  of  the  income  of  the 
country,  because  it  is  earned  in  exchange  for  a  service  done  :  the 
allowance  he  receives  from  his  father  is  not  part  of  the  income  of 
the  country  :  it  is  mere  expenditure  on  the  part  of  the  father. 
Accordingly,  the  officer  pays  Income  Tax  on  his  pay  given  for 
services  clone  to  the  State  :  but  not  on  the  allowance  he  receives 
from  his  father 

So  when  a  person  makes  an  allowance  to  his  poor  relations, 
they  pay  no  Income  Tax  on  the  sum  so  received  in  charity 

So  the  sums  received  as  salary  by  the  employes  of  a  great 
nobleman  are  part  of  the  general  income  of  the  country  :  because 
they  are  given  in  exchange  for  services  done  :  so  of  contractors  for 
the  public  service,  they  receive  remuneration  for  services  done  to 
the  State :  so  the  Judges  and  other  officials,  civil  and  military  : 
they  all  receive  salaries  in  exchange  for  services  done  to  the  State  : 
all  these  are  independent  incomes,  and  therefore  they  are  charged 
with  Income  Tax 

So  the  fundholders  receive  an  income  in  exchange  for  a  service 
done  to  the  State :  and  accordingly  their  income  is  part  of  the 
general  income  of  the  country,  just  as  if  they  had  lent  their 
money  to  private  persons  :  and  therefore  they  are  justly  charged 
with  Income  Tax 

Mill's  reason  for  saying  that  the  Funds  are  Not  part  of  the 
National  Wealth 

7.  Mill  says — "The  cancelling  of  the  debt  would  be  no 
destruction  of  wealth,  but  a  transfer  of  it,  a  wrongful  transfer  of 
it  from  certain  members  of  the  community  for  the  profit  of  the 
Government,  or  of  the  taxpayers.  Funded  property,  therefore, 
cannot  be  counted  as  part  of  the  National  "Wealth  " 

This  seems  a  most  extraordinary  conclusion.  A  tra.nsfer  of 

z  2 
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wealth  is  in  no  case  that  we  can  imagine,  the  destruction  of  it. 
But  Mill  says  that  because  the  transfer  of  it  is  not  the  destruction 
of  it,  therefore,  it  is  not  to  be  counted  as  part  of  the  national 
wealth 

A  highwayman  knocks  down  a  traveller  and  robs  him  of  his 
watch  and  money  :  now  this  is  only  a  wrongful  transfer  of  the 
watch  and  money :  it  is  not  a  destruction  of  them  :  therefore, 
according  to  Mill,  the  watch  and  the  money  form  no  part  of  the 
national  wealth  ! 

A  servant  robs  his  master  :  that  is  only  a  transfer  of  the 
thing  stolen  :  it  is  not  a  destruction  of  it :  therefore  according  to 
Mill,  the  thing  stolen  forms  no  part  of  the  national  wealth  ! 

We  wonder  what  kind  of  syllogism  leads  to  such  a  conclusion  ? 

There  is  no  doubt  a  considerable  degree  of  subtlety  about  the 
question,  but  most  assuredly  Mill's  argument  throws  no  light 
upon  it 

On  the  true  Nature  of  the  Funds 

8.  Having  now  cleared  away  all  these  errors  and  misconcep- 
tions, we  shall  now  explain  the  true  Nature  of  the  Funds 

It  has  been  shown  by  Demosthenes,  Mill,  and  many  other 
writers,  that  Personal  Credit  is  Wealth — because  it  is  Purchasing 
Power :  and  that  the  Credit  of  our  Bankers  and  Merchants  is 
National  Wealth 

It  has  also  been  shown  that  the  State  in  its  corporate  capacity 
is  a  Persona,  quite  independent  of  its  individual  citizens.  That 
it  can  buy  and  sell  and  exchange  in  that  capacity  exactly  like  a 
private  person  :  and  that  with  its  own  citizens  as  well  as  with  any 
one  else  :  just  as  a  public  company  can  deal  with  its  own  share- 
holders 

It  has  also  been  shown  that  an  Annuity  is  an  Economic 
Quantity  quite  separate  and  independent  of  the  sums  of  money 
actually  paid  :  and  that  it  can  be  bought  and  sold  quite  independ- 
ently of  them  just  like  any  material  chattel 

It  has  also  been  shown  that  every  sum  of  Money  is  equivalent 
to  an  Annuity,  either  perpetual  or  limited  :  consequently  that  an 
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Annuity  may  be  sold  for  Money  :  i.e.,  that  they  are  each  exchange- 
able quantities  :  and  may  be  exchanged  like  any  material 
chattels 

Moreover,  the  State  has  an  income  like  any  private  person 
This  being  so,  the  State,  in  its  corporate  capacity,  has  Purchasing 
Power,  like  any  private  individual :  and  it  may  buy  a  sum  of 
Money  by  granting  an  Annuity  in  exchange  for  it :  or  the  Right 
to  receive  a  series  of  payments  either  perpetual,  or  for  a  limited 
time,  to  be  paid  out  of  its  future  income 

That  is  to  say  the  Credit  of  the  State,  just  like  the  Credit  of  a 
private  person,  brings  into  Commerce  the  Present  Value,  or  the 
Present  Right,  to  its  future  Income 

Now  the  State,  in  its  corporate  capacity,  has  to  perform  certain 
duties,  and  is  often  in  want  of  a  considerable  sum  of  money  for 
an  emergency,  as  a  war  :  or  to  provide  against  a  public  famine  :  or 
to  create  some  great  public  work,  such  as  a  Railroad  or  a  Canal  : 
or  to  build  ironclads 

In  order  to  effect  these  purposes  it  buys  a  present  sum  of 
Money,  and  gives  in  exchange  for  it  an  Annuity :  or  the  Right  to 
receive  a  series  of  payments  out  of  its  future  income.  The  Money 
becomes  the  absolute  property  of  the  State  :  and  the  Annuity 
becomes  the  property  of  the  subscribers  to  the  Loan 

In  legal  language,  this  Annuity  is  termed  a  Bank  Annuity  : 
because,  as  we  have  shown,  the  original  meaning  of  the  word 
Banco,  or  Bank,  is  a  Public  Debt.  In  former  times  it  was  also 
called  a  Rent :  but  this  name  has  quite  gone  out  of  use  in 
England,  though  it  is  still  the  usual  name  for  the  Funds  on  the 
Continent 

In  granting  these  Perpetual  Annuities,  the  State  never  binds 
itself  to  pay  off  the  principal :  hence,  in  popular  language,  they 
are  called  the  Funds  :  because  the  capital  sum  is  founded^  or 
fixed.  The  State,  however,  reserves  to  itself  the  right  to  pay  off 
the  Annuities  if  it  pleases  to  do  so.  If  the  fundholder  wishes  to 
get  back  his  capital,  he  can  sell  his  Annuity  to  anyone  else.  If 
the  Government  wishes  to  pay  off  these  Annuities  it  buys  them  in 
the  open  market,  like  a  private  person.  The  Funds  are,  therefore, 
marketable  or  vendible  commodities,  just  like  any  material 
chattels 
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The  Funds  are,  therefore,  Property  of  exactly  the  same  nature 
as  the  shares  in  a  public  company.  The  individual  shareholders 
pay  over  their  money  to  the  company  as  a  Persona  :  and  receive 
in  exchange  for  it  the  Right  to  share  in  the  future  profits  of  the 
company.  The  Funds  are,  therefore,  simply  a  mass  of  Exchange- 
able Property,  similar  to  Bills  of  Exchange,  Annuities,  Shares  in 
Public  Companies,  and  all  other  Incorporeal  Property 

Thus  Public,  like  private,  Credit  is  simply  the  Present 
Bights  to  Future  Payments 

On  the  Ratio  of  the  Public  Debt  to  the  Wealth  of  the  Country 

9.  We  shall  now  observe  the  evil  consequences  in  Economics 
of  the  want  of  clear  fundamental  Concepts 

Mr.  Capps  values  the  Wealth  of  the  country  at  £6,000,000,000  : 
and  he  says  that  the  National  Debt  is  about  one-seventh  of  the 
Wealth  of  the  country 

But  what  does  Mr.  Capps  mean  by  the  Wealth  of  the 
country  ? 

Even  taking  the  Wealth  of  the  country  as  its  material  pro- 
perty only,  such  an  estimate  is  manifestly  utterly  inadequate. 
Taking  a  very  moderate  estimate  of  the  value  of  the  land  upon 
which  London  is  built,  it  will  be  found  that  it  exceeds 
£4,000,000,000  :  and  when  to  this  is  added  the  value  of  the 
land  upon  which  other  great  cities,  such  as  Birmingham,  Man- 
chester, Liverpool,  Leeds,  Glasgow,  Edinburgh,  Bristol,  Aberdeen, 
Dundee,  and  hosts  of  others  are  built,  it  will  be  found  that  the 
value  of  these  lands  alone  exceeds  many  times  the  value  of  what 
Mr.  Capps  estimates  as  the  Wealth  of  the  whole  country.  Indeed, 
.as  far  as  we  can  make  out,  Mr.  Capps  seems  to  exclude  the  whole 
of  the  land  from,  the  Wealth  of  the  country 

Besides,  the  author  of  the  Eryxias,  Smith,  Say,  Mill,  and 
every  Economist  of  note  since,  have  all  classed  the  natural  and 
.acquired  industrial  faculties  of  the  members  of  the  Society  as  part 
of  the  Wealth  of  the  country.  Are  all  these  included  in  Mr. 
Capps's  estimate  of  the  wealth  of  the  country  ? 

Moreover,  Demosthenes,  Adam  Smith,  Say,  Mill,  and  every 
.Economist  of  note  since,  all  class  the  Personal  Credit  of  all  the 
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bankers,  merchants,  traders,  corporations  of  all  kinds,  and  the 
Credit  of  the  State  itself,  as  National  Wealth.  Is  all  this 
included  in  Mr.  Tapps's  estimate  of  the  "Wealth  of  the  country  ? 

In  addition  to  this,  there  is  that  gigantic  mass  of  Property 
termed  Incorporeal  Property,  including  Mercantile  and  Banking 
Credits  of  all  kinds:  Shares  in  Commercial  Companies  of  all 
kinds,  the  goodwill  of  all  the  places  of  business  of  all  kinds  :  the 
practices  of  professions :  copyrights  :  patents  :  and  many  other 
kinds  of  valuable  Rights.  On  looking  at  Wettenhall's  list  it  will 
be  seen  that  the  Property  dealt  with  on  the  Stock  Exchange 
exceeds  £8,000,000,000  :  more  than  Mr.  Capps  estimates  as  the 
Wealth  of  the  whole  country  ! 

Moreover,  how  can  Mr.  Capps  estimate  the  value  of  all  the 
Property  in  the  households  of  private  persons,  the  value  of  all  the 
goods  in  the  warehouses  and  shops  of  traders  ? 

It  is  manifest  that  all  estimates  of  the  "  Wealth  "  of  the 
•country  are  mere  delusions  and  snares :  and  of  no  service  for  any 
.scientific  purpose.  It  is  probable  that  the  real  Wealth  of  the 
country  in  its  widest  estimate  would  exceed  Mr.  Capps's  estimate 
one  hundredfold 

As  a  matter  of  fact,  the  Funds  are  not  a  mortgage  upon  the 
land  and  material  products  of  the  country,  as  Mill,  Mr.  Capps, 
and  so  many  others  allege  :  they  are  a  charge  upon  the  Income  of 
the  nation.  The  interest  of  the  Debt  is  not  a  charge  upon  those 
persons  only  who  have  an  income  from  material  property  :  but 
also  a  charge  upon  persons  whose  income  is  derived  from  industry 
of  all  sorts.  The  industry  of  all  the  professions,  and  of  all 
intellectual  capital,  is  just  as  much  pledged  for  the  payment  of 
the  dividends  as  the  incomes  of  those  who  have  real  estate 

The  Funds  are  an  Annuity  payable  out  of  the  income  of  the 
entire  nation  :  and,  consequently,  their  weight  upon  the  Public 
Wealth  is  the  Ratio  of  this  Annuity  to  the  General  Income  of  the 
nation 

Some  persons  propose  that  the  Debt  should  be  discharged  by 
compelling  everyone  who  is  possessed  of  property  to  give  up  so 
much  of  it.  But  how  are  we  to  compel  those  persons  whose  pro- 
perty consists  only  in  their  intellectual  abilities  to  give  up  a  part 
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of  it  ?  It  is  possible  to  confiscate  material  property.  If  a  man 
has  a  thousand  acres  of  land  or  ten  thousand  pounds,  the  State 
may  take  away  one  hundred  acres  of  his  land,  or  a  thousand 
pounds  of  his  money.  But  how  is  the  State  to  confiscate  one- 
tenth  of  his  intellectual  capital  ?  A  great  advocate,  physician, 
engineer,  or  other  professional  man  makes  an  income  of  £10,000 
a  year.  While  he  does  so  his  talents  are  as  much  capital  to  him 
as  an  estate  in  land  which  produces  £10,000  a  year  to  its  owner. 
But  how  is  the  State  to  get  possession  of  a  tenth  part  of  a  pro- 
fessional man's  intellectual  capital  ?  Is  it  to  take  an  axe  and 
chop  off  a  bit  of  his  head  ?  It  is  clear  that  there  is  no  method  of 
taxing  intellectual  capital  but  by  taxing  its  Profits,  or  its  Income. 
And  the  industrial  income  of  every  advocate,  physician,  engineer, 
and  of  every  artisan  is  as  much  pledged  for  the  payment  of  the 
Funds  as  the  income  of  men  of  real  estate 

It  is  probable  that  the  Eatio  of  the  Funds  to  the  Wealth  of 
the  country  instead  being  1  to  7  is  less  than  1  to  100 

Are  the  Funds  Wealth  ? 

10.  Are  then  the  Funds  Wealth  ?  This,  of  course,  obviously 
depends  on  the  meaning  of  the  word  Wealth.  When  it  is  once 
agreed  that,  as  the  ancients  unanimously  held  for  1,300  years  and 
all  modern  Economists  have  now  come  to  agree  to,  that  the  word 
Wealth  simply  means  any  Exchangeable  Property — anything 
whatever  which  can  be  bought  and  sold — whatever  its  nature  or 
its  form  may  be :  it  is  at  once  seen  that  the  Funds  are  Wealth — 
because  they  are  a  mass  of  Exchangeable  Property,  and  they  are 
bought  and  sold  separately  and  independently  of  anything  else  : 
just  as  so  much  corn  or  timber,  or  gold  and  silver 

So  Byles  speaks  of  the  Funds  as  being  property  only  second  to 
the  land  in  magnitude.  Say,  at  the  very  commencement  of  his 
work,  expressly  classes  the  Funds  as  Wealth.  And  every  Jurist 
in  the  world  knows  that  the  Funds  are  a  mass  of  Exchangeable 
Property 

Mill,  indeed,  allows  that  the  Funds  are  Wealth  to  the  owners 
of  them  :  but  he  says  that  they  are  not  National  Wealth.  Now 
when  we  say  that  the  word  Wealth  means  any  Exchangeable  Pro- 
perty :  National  Wealth  can  only  mean  that  property  which 
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belongs  to  the  nation  in  its  corporate  capacity,  such  as  public 
lands,  public  forests,  dockyards,  the  navy,  &c.,  things  which  do 
not  belong  to  any  private  individual.  Individual  property  is  not 
National  Wealth.  My  money  belongs  to  me  and  not  to  the 
nation 

When  some  persons  are  horrified  at  the  idea  of  Debts  being 
termed  Wealth,  they  are  ignorant  that  the  word  Debt  has  two 
meanings — that  it  means  both  the  Creditor's  Right  of  Action  and 
the  Debtor's  Duty  to  Pay 

Now  no  one  says  that  person's  Duty  to  pay  is  part  of  his 
Wealth  :  but  eveiy  one  admits  that  the  Creditor's  Right  of  action 
is  part  of  his  Wealth 

The  Debtor's  Wealth  is  his  Credit,  or  his  power  of  purchasing 
by  giving  a  promise  to  pay  in  future  instead  of  with  actual  ready 
money 

Similarly  the  Wealth  of  a  State  is  its  Credit  :  or  its  Power  of 
purchasing  Money  by  giving  in  exchange  for  it  an  Annuity,  or  the 
Right  to  demand  a  series  of  future  payments  from  it 

If  we  revert  to  the  original  Concept  of  Economics  by  the 
Economists  it  will  probably  tend  to  clear  away  any  difficulty  that 
there  may  be  in  the  case 

The  Economists  admitted  no  material  products  to  be  Wealth 
except  those  which  were  brought  into  commerce  :  those  which 
were  not  brought  into  commerce  were  not  Wealth 

The  same  doctrine  applies  to  Labor  and  Credit  now  that  these 
are  admitted  to  be  Economic  Quantities 

A  man  may  have  all  the  industrial  faculties  possible  :  but 
until  he  uses  them  for  profit  they  are  not  Wealth :  directly  he 
uses  them  so  as  to  earn  an  income  they  become  Wealth 

So  a  merchant  or  a  trader's  Credit,  so  long  as  he  refrains 
from  putting  it  into  action,  is  not  Wealth  :  but  directly  he 
utilises  it  by  making  purchases  with  it  :  it  becomes  Wealth 

Now  when  a  merchant  utilises  his  Credit  by  making  purchases 
with  it,  he  brings  into  commerce  the  Present  Rights  to  future 
profits.  This  augments  the  mass  of  Exchangeable  Quantities  in 
commerce  :  and  by  the  doctrines  of  the  Economists  augments  the 
mass  of  Wealth 
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Similarly  the  Wealth  of  the  State  is  its  Credit :  or  its  Pur- 
chasing Power :  and  when  the  State  exercises  its  Purchasing 
Power  by  purchasing  money  by  issuing  Eights  to  demand  pay- 
ments out  of  its  future  income,  it  does  exactly  as  the  private 
merchant  does,  it  brings  into  commerce  the  Present  Eights  or 
Present  Value  of  its  future  income  :  and  thus  augments  the 
mass  of  Exchangeable  Quantities,  or  Wealth 

The  case  is  exactly  analogous  to  a  gold  mine  before  the  Gold 
is  extracted  from  the  mine,  and  coined,  and  brought  into  com- 
merce 

It  is  usual  for  popular  writers  to  speak  of  the  mineral  Wealth 
of  a  country  ;  its  Gold  mines,  its  coal  mines,  and  other  mines 

But,  as  a  technical  term  in  Economics,  the  Economists 
unanimously  held  that  a  thing  is  not  "  Wealth  "  until  the  Gold  is 
extracted,  coined,  and  brought  into  commerce  :  and  extracting 
Gold  from  the  mine,  coining  it,  and  bringing  it  into  commerce 
augments  the  mass  of  Exchangeable  Quantities  in  circulation  : 
and  therefore  augments  what,  in  the  technical  language  of 
Economics,  is  termed  Wealth 

Gold  in  the  mines  is  in  Economics  a  Resource  :  but  it  is 
not  "  Wealth  "  until  it  is  brought  into  commerce 

Now  Personal  and  State  Credit  are  Purchasing  Power :  and 
while  they  are  unused  they  are  like  Gold  in  the  Mine  :  they  are  a 
Resource 

But  when  Persons  and  the  State  utilise  their  Credit  by  making 
purchases  with  it :  it  is  exactly  analogous  to  extracting  Gold 
from  the  mine,  coining  it,  and  bringing  it  into  commerce 

When  Persons  and  the  State  utilise  their  Credit  by  making 
purchases  with  it,  they  Coin  their  Credit  :  and  just  as  extracting 
Gold  from  the  mine,  coining  it,  and  bringing  it  into  commerce 
augments  the  mass  of  Exchangeable  Quantities  :  so  when  Persons 
and  the  State  coin  their  Credit :  it  augments  the  mass  of  Ex- 
changeable Quantities,  or  Wealth.  It  brings  into  commerce  the 
Present  Values  of  their  Future  Income  :  and  this  Credit,  coined 
and  brought  into  commerce,  has  in  every  respect  identical  effects 
with  an  equal  quantity  of  Gold 

Thus,  the  function  of  Credit,  both  Personal  and  Public,  is 
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simply  to  bring:  into  commerce  the  Present  Values  of  Future 
Profits  :  and  that  obviously  increases  the  mass  of  Exchangeable 
Quantities,  or  Wealth 

The  Public  Debts  are  also  called  the  Public  Credit 

We  now  see  the  confusion  of  Mill's  distinction  between  the 
Wealth  of  mankind  and  the  Wealth  of  an  individual.  He  says 
that  in  the  Wealth  of  mankind  nothing  is  included  which  does 
not  of  itself  answer  some  purpose  of  use  or  pleasure  :  that  to  an 
individual  anything  is  Wealth  which  enables  him  to  claim  from 
others  a  part  of  their  stock  of  things 

But  how  can  the  Wealth  of  mankind  be  different  in  its  nature 
from  the  Wealth  of  individuals  ?  For  the  Wealth  of  mankind  is 
simply  the  aggregate  of  the  Wealth  of  Individuals 

It  is  evident  that  in  the  one  case  Mill  makes  Wealth  depend 
upon  Utility  :  and  in  the  other  case  upon  Exchangeability :  the 
very  confusion  he  falls  into  in  his  first  chapter  :  and  which  per- 
vades almost  all  modern  treatises  on  Economics  :  and  which  the 
Economists  emphatically  warned  their  readers  against 

But  as  the  ancients  held  for  1,300  years,  Exchangeability  is 
the  sole  essence  and  principle  of  Wealth  :  and  pure,  or  Analytical, 
Economics  is  simply  the  Science  which  treats  of  the  Laws  which 
govern  the  phenomena  relating  to  Exchangeability 

A  few  examples  will  show  how  the  utilisation  of  Credit 
augments  the  Wealth  of  a  country — 

When  a  Company  undertakes  to  construct  a  public  work,  a 
railroad,  a  dock,  a  canal,  or  any  other,  it  buys  money  from  its 
shareholders  :  and  in  exchange  for  the  money  it  gives  them 
certificates  entitling  them  to  share  in  the  future  profits  of  the 
company.  Thus  the  Company,  as  a  Persona,  in  its  corporate 
capacity,  utilises  its  Credit  by  buying  money  from  its  own  share- 
holders. It  makes  the  railroad,  canal,  or  dock,  which  produces  a 
permanent  revenue  :  and  in  consequence  of  this  revenue  the 
Shares  become  a  valuable  marketable  commodity  :  and  are,  there- 
fore, Wealth 

So  when  a  Bank  is  formed,  it  buys  money  from  its  share- 
holders and  gives,  in  exchange  for  it,  Rights  to  share  in  the  future 
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profits  of  the  Bank.  The  Bank  then  buys  Money  and  Bills  of 
Exchange  by  selling  its  Credit,  or  Eights  of  action,  instead  of 
actual  money :  and  some  Banks  make  enormous  profits  by  so 
doing  :  and  the  Shares  or  Rights  to  share  in  the  future  profits  of 
the  Bank  become  extremely  valuable  commodities,  or  Wealth 

Now  all  these  great  mercantile  establishments,  producing  the 
revenues  of  principalities,  are  just  as  much  Wealth  as  the  land  of 
the  country  :  because  they  produce  utilities  which  are  wanted, 
demanded,  and  paid  for.  They  are  all  created  by  means  of 
Credit 

And  yet  there  is  not  one  word  about  them  in  the  common 
books  on  Economics 

In  some  countries,  and  in  some  of  our  colonies,  it  is  considered 
the  duty  of  the  State  to  execute  these  great  public  works  : 
because  there  are  not  a  sufficient  number  of  private  persons  with 
the  requisite  capital  to  do  so.  But  the  State  has  no  money  at  its 
command  to  execute  them.  It  must,  therefore,  utilise  its  Credit. 
It  contracts  public  loans  to  obtain  the  money  :  giving  in  exchange 
for  the  money  Rights  to  demand  future  payments  expected  to  be 
made  out  of  the  future  profits  of  the  works  :  but  at  all  events  for 
which  the  State  is  liable 

Now  these  public  works  being  executed  by  the  State,  and  being 
the  property  of  the  State,  are  Public  Wealth :  and  they  are 
executed  by  the  State  utilising  its  Credit.  Hence  we  see  that 
Public  Loans  have  augmented  the  Public  Wealth 

Again,  suppose  that  a  country  is  subject  to  inundations  by 
the  sea :  and  that  to  preserve  the  lives  and  property  of  the 
inhabitants  it  is  absolutely  necessary  to  erect  vast  sea  dykes. 
Now  as  these  sea  dykes  are  absolutely  necessary  for  the  safety  of 
the  people,  all  the  inhabitants  must  contribute  to  their  formation 
and  maintenance 

The  State,  then,  being  compelled  to  execute  these  works  with- 
out delay,  utilises  its  Credit,  and  buys  large  sums  of  money  by 
giving  in  exchange  for  them  Rights  to  demand  future  payments 
out  of  the  revenues  of  the  country 

Holland  is  such  a  country  as  we  have  described.  It  draws 
20  feet  of  water :  and  these  sea  dykes  are  necessary  for  its 
existence 
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Now  are  the  sea  dykes  part  of  the  Wealth  of  Holland  ?  Under 
the  peculiar  circumstances  of  the  case  they  are  wanted  :  they  are 
useful :  they  are  the  product  of  "  land  and  labor  "  :  they  cost 
immense  sums  of  money.  Taking  the  very  narrowest  view  of 
"Wealth  that  any  Economist  has  taken,  they  answer  all  the  con- 
ditions of  Wealth 

It  is  clear  that  they  stand  in  exactly  the  same  position  as 
railroads,  docks,  canals,  &c.:  and  a  vast  quantity  of  the  other 
Fixed  Capital  of  the  country.  The  people  continually  want 
them  :  in  fact  they  could  not  exist  without  them :  and  they  pay 
a  portion  of  their  annual  income  to  the  persons  who  advanced 
the  money  to  make  them.  That  forms  the  income  of  the  persons 
•who  lent  the  money  :  and  it  is  justly  reckoned  as  a  separate  item 
in  the  catalogue  of  the  general  income  of  the  country 

Most  persons  would  admit  the  correctness  of  the  preceding 
examples.  But  when  we  come  to  the  Public  Funds,  which  are  so 
many  Debts  just  like  the  preceding  cases,  a  good  many  persons 
are  inclined  to  say — We  have  sp3nt  many  millions  of  money,  and 
what  have  we  got  for  it  ?  In  the  preceding  cases  we  have  got  a 
tangible  material  revenue-producing  substance  in  exchange  for 
the  money.  But  what  have  we  got  in  exchange  for  the  hundreds 
of  millions  of  the  Public  Debts  under  which  we  are  groaning  ? 

Let  us  consider 

Suppose  a  person  has  spent  his  money  on  his  amusements — 
hearing  our  famous  prime  donne  sing  :  or  in  theatrical  entertain- 
ments :  or  in  oratorios  :  or  on  food,  and  many  other  things. 
When  the  money  is  spent  and  gone  it  leaves  no  tangible  material 
result  behind.  But  has  it  been  lost  ?  Has  the  spender  received 
no  gratification,  or  satisfaction,  for  his  expenditure?  Undoubtedly 
he  has  :  he  considered  these  gratifications  as  the  equivalent  for 
the  money,  although  they  left  no  tangible  result 

The  country  may  have  other  wants  besides  the  ones  enume- 
rated. It  may  have  enemies  by  sea  and  land  :  and  it  may  be 
necessary  to  raise  fleets  and  armies  to  defend  its  existence  :  just 
as  the  sea  dykes  defend  the  existence  of  Holland.  It  may  be 
necessary  to  contract  large  public  loans  for  this  purpose.  The 
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State  utilised  its  Credit  by  buying  large  sums  of  money  from 
private  persons,  and  giving  in  exchange  for  them  Eights  to 
demand  payments  out  of  the  future  income  of  the  nation.  The 
persons  who  sell  their  money  to  the  State  for  this  purpose  do  it  a 
service  equally  as  those  who  sold  their  money  to  the  State  of 
Holland  to  erect  sea  dykes 

What  Holland  gained  in  exchange  for  the  money  she  spent  on 
her  sea  dykes  is  simply  her  existence 

So  what  England  has  gained  in  exchange  for  her  Public  Debts- 
is  simply  her  greatness  and  existence  as  a  nation.  By  the  Public 
Debts  contracted  in  the  reigns  of  William  III.  and  Anne,  she 
was  enabled  to  prevent  all  Europe  being  enslaved  by  Louis  XIV. 
By  the  Public  Debt  contracted  by  Pitt  she  acquired  Canada  and 
other  transmarine  possessions.  By  the  Public  Debts  contracted 
during  the  wars  with  Napoleon,  she  saved  her  existence  from 
being  trod  under  the  heel  of  that  mighty  conqueror,  and  pur- 
chased her  position  as  the  most  powerful  state  in  Europe  in  1815. 
By  the  sums  spent  on  maintaining  the  navy  she  has  purchased  her 
sea  power,  which  is  the  only  thing  which  enables  the  British 
Empire  to  hold  together 

My  esteemed  friend,  M.  Charles  Gide,  of  Montpellier,  asks  in 
bitter  irony  how  is  the  Public  Debt  of  France,  contracted  as  an 
indemnity  to  the  Germans,  part  of  the  Public  "Wealth  of  France  ? 
The  answer  is  simple.  That  was  the  price  she  had  to  pay  to 
preserve  her  independence  as  a  nation  after  the  unfortunate  result 
of  the  war  of  1870-71.  And  is  not  her  independent  existence 
worth  the  money  ?  Therefore,  France  is  not  without  a  conside- 
ration for  that  Public  Debt 

The  Funds  are,  therefore,  a  mass  of  Exchangeable  Property  : 
exactly  of  the  same  nature  as  Bills  of  Exchange,  Bank  Credits, 
Bank  Notes  :  Shares  in  Commercial  Companies  :  the  Goodwill  of 
a  business  :  Copyrights  :  and  all  other  Incorporeal  Property 

By  contracting  Public  Loans  the  State  does  exactly  as  every 
private  merchant  does  who  utilises  his  Credit  :  it  brings  into 
Commerce  the  Present  Value  of  its  Future  Income 

On  the  Method  of  Contracting  Public  Debts 
11.     Public  Debts  are  contracted  in  three  forms — 
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(1)  The  Government  may  be  in  want  of  money  for  current 
expenses  before  the  taxes  come  in.     In  such  a  case  it  gives  its  own 
Promissory  Notes  and  sells  them  in  the  market :  just  in  the  same 
way  as  a  private  person  may  ask  his  banker  to  discount  his  Noter 
in  anticipation  of  his  income.     The  banker  discounts  his  Note 
and  retains  the  profit  at  the  time  of  the  advance.     Private  bills 
are,  therefore,  always  at  a  discount.     But  the  Government  always 
wishes  its  Notes  to  circulate  at  par :  consequently  they  always 
promise  such  an  interest  as  they  expect  will  keep  their  Notes  at 
par 

These  Promissory  Notes  of  the  Government  are  termed 
Exchequer  Bills:  and  as  they  are  intended  to  be  paid  off  at 
maturity,  like  ordinary  Bills  of  Exchange,  they  are  termed  the 
Floating,  or  Unfunded,  Debt 

(2)  The  Government  may  want  a  larger  sum  than  can  be 
met  by  the  usual  taxes  :  and  they  may  buy  these  larger  sums  by 
giving   in   exchange   for  them    Annuities    terminable   at   fixed 
periods.     In   such  cases  the  Annuity  granted  is  sufficient  to  pay 
not  only  the  interest  due  on  the  capital,  but  a  portion  of  the 
capital  itself  :  so  that  at  the  termination  of   the   Annuity   the 
whole  principal  is  paid  off,  and  the  Debt  extinguished 

(3)  The  Government  may  go  into  the  market  and  offer  for 
sale  a  perpetual  Annuity  of  o,  i,  or  5  per  cent,  per  annum,  for 
what  it  will  fetch.     In   this    case  the   Government    makes    no- 
promise  to  pay  off  the  principal  :  but  it  reserves  to  itself  the 
right  to  do  so  if  it  pleases.     These  perpetual  Annuities  are  what 
are  called  in  common  parlance  the  Funds  :  because  the  capital  is- 
founded,  or  fixed  :  and  cannot  be  reclaimed  from  the  State 

AVe  have  already  shown  that  the  original  meaning  of  Banco 
in  Italian  is  a  Public  Debt :  or  a  sum  of  money  sold  to  the  State 
by  a  number  of  private  persons,  for  which  they  receive  in  exchange 
the  Right  to  demand  a  series  of  annual  payments  :  it  is  also  called 
a  Monte,  or  Joint  Stock  fund.  So  the  legal  name  of  these 
Public  Debts,  commonly  called  the  Funds,  is  Bank  Annuities 

Formerly  every  new  Loan  was  secured  on  certain  specific 
branches  of  the  public  revenue:  but  this  for  many  reasons  was 
found  inconvenient.  So  in  the  year  1751  all  these  Debts  were 
consolidated  into  one  sum,  and  secured  on  the  general  revenues 
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of  the  country.  Hence  they  were  called  Consolidated  Bank 
Annuities  :  which  in  common  usage  is  abbreviated  into  Consols. 

Sometimes  the  Floating  Debt  increases  to  an  inconvenient 
extent,  which  cannot  be  redeemed  at  once,  and  the  holders  of  it 
are  induced  by  the  Government  to  accept  an  Annuity  in  place  of 
their  right  to  be  paid  the  capital  sum.  This  is  termed  Funding 
the  Unfunded  Debt 

It  is  sometimes  said  that  the  Public  Debt  of  Great  Britain  is 
about  £750,000,000.  This,  however,  is  not  a  correct  way  of 
regarding  the  matter.  The  country  is  not  bound  ever  to  pay  the 
sum  which  would  constitute  it  a  Debt.  What  it  has  contracted 
to  do  is  to  pay  an  Annuity  of  about  £27,000,000  a  year  :  and 
the  £750,000,000  is  simply  the  Present  Value  of  this  perpetual 
Annuity 
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CHAPTER  XII 

OX  THE  INFLUENCE  OF  MONEY  AND  CREDIT  ON 
PRICES  AND  THE  RATE  OF  INTEREST 

1.  We  have  now  to  enter  upon  an  inquiry  of  the  greatest 
importance  and  complexity — namely,  the  influence  of  Money  and 
Credit  on  Prices,  and  the  Rate  of  Interest 

In.  1873  a  great  change  in  the  relative  Value  of  Gold  and 
Silver  began  to  take  place  :  and  Silver  began  rapidly  to  fall  as 
compared  with  Gold.  This  produced  such  inconveniences  in  the 
Commerce  between  the  countries  which  used  Gold  as  their  Legal 
Standard,  and  the  countries  which  used  Silver  as  their  Legal 
Standard,  that  a  Royal  Commission  was  appointed  to  investigate 
and  report  on  the  subject.  With  this  report,  however,  we  have 
nothing  to  do  in  this  place 

But  Silver  continued  to  fall  rapidly  in  value  as  compared  to 
Gold  :  and  a  very  severe  and  continued  depression  of  the  price  of 
a  large  number  of  products  took  place  throughout  the  world :  and 
produced  such  distress  that  in  1885  a  Royal  Commission  was 
appointed  to  investigate  its  causes 

It  had  been  observed  that  for  a  few  years  previously  the 
supplies  of  Gold  from  the  mines  had  diminished  in  a  very  slight 
degree  :  and  it  became  a  very  prevalent  opinion  that  the  depres- 
sion in  prices,  or  the  appreciation  of  Gold,  as  it  was  termed,  was 
entirely  produced  by  the  slightly  diminished  supplies  of  Gold 

Lord  Iddesleigh  was  chairman  of  the  Commission,  and  he 
issued  a  circular  containing  a  number  of  questions  on  the  subject. 
Among  the  persons  to  whom  Lord  Iddesleigh  sent  this  paper  was 
myself.  But  upon  considering  the  questions,  I  found  that  to  give 
a  satisfactory  answer  to  them  would  require  a  volume.  Moreover, 
to  answer  them  properly  would  require  a  complete  exposition  of 
the  scientific  and  juridical  principles,  and  the  mechanism  of  the 
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great  system  of  Credit,  of  which  the  general  public  were  completely 
ignorant.  Moreover,  however  individually  distinguished  the 
Commissioners  were,  there  was  not  a  single  one  of  them  who  was 
a  trained  mercantile  lawyer :  so  that  in  order  to  make  the  subject 
intelligible  it  would  have  been  necessary  to  address  to  the  Com- 
mission a  series  of  lectures  on  the  Mercantile  Law  of  Credit, 
Such  a  course  was  manifestly  impossible,  so  I  thought  it  advisable 
not  to  send  in  any  answers  to  the  paper  of  questions.  I  felt  that 
to  complete  the  inquiry  it  would  be  necessary  to  appoint  a  new 
commission  to  deal  with  the  question,  with  some  very  distinguished 
Mercantile  Lawyer  at  its  head 

It  was  always  acknowledged  in  a  loose  kind  of  way,  and  it  is 
stated  in  every  text  book  of  Economics,  that  Credit  affects  Prices 
exactly  in  the  same  way  as  Gold  :  and  that  prices  are  governed  by 
the  aggregate  mass  of  Gold  and  Credit.  It  was  therefore  obviously 
absurd  to  suppose  that  the  very  serious  depression  which  had 
undoubtedly  taken  place  could  be  caused  solely  by  a  minute  falling 
off  in  the  supplies  of  Gold  from  the  mines.  In  order  to  deter- 
mine what  the  effect  might  be,  it  was  necessary  to  ascertain  as- 
near  as  might  be  the  ratio  of  Credit  to  Gold  in  commerce 

The  Report  of  the  Commission  was  felt  to  be  incomplete  and 
unsatisfactory  :  and  in  1886  a  new  Royal  Commission  was 
appointed,  with  Mr.  A.  J.  Balfour  as  chairman,  to  inquire  into- 
the  causes  of  the  changes  in  the  relative  Value  of  Gold  and 
Silver.  After  a  short  time  Mr.  Balfour's  official  duties  obliged 
him  to  resign  the  chairmanship  of  the  Commission,  and 
Lord  Herschell  was  appointed  in  his  place 

Question  addressed  to  the  Author  by  the  Commission 

2.  The  Commission  did  me  the  honor  to  request  me  to  lay 
before  them  a  paper  on  the  relation  of  Money  to  Prices.  In  this 
paper  I  began  by  explaining  the  broad  grounds  why  Economics 
can  only  be  made  a  positive  and  definite  Science  by  adopting  the 
definition  of  Wealth  as  everything  whatever  which  can  be  bought 
and  sold,  or  exchanged,  or  whose  value  can  be  measured  in  money: 
in  accordance  with  the  unanimous  doctrine  of  ancient  writers  for 
1,300  years:  and  that  Economics  is  the  Science  of  Commerce,  or 


§1-3]  RATIO    OF    MONEY    TO    CREDIT  733 

Exchanges  :  as  it  was  expressly  declared  to  be  by  its  founders  : 
and  that  Abstract  Rights  are  Pecunia,  Res,  Bona,  Merx : 
•^p^fjLara,  TT pay  [Mara,  <lya6d,  owria  :  goods,  chattels,  merchandise, 
commodities  :  as  jurists  of  all  nations  have  unanimously  shown  : 
and  which  Economists  have  at  last  come  to  recognise,  that  Money 
and  Credit  are  quantities  of  exactly  the  same  nature,  as  a  whole 
line  of  writers  have  shown  from  Aristotle  to  Mill  :  and  that  the 
system  of  Credit  consists  in  the  Creation  :  the  Sale  or  Transfer  : 
and  the  Extinction  of  the  goods,  chattels,  commodities,  merchan- 
dise, termed  Credits  or  Debts 

As  the  exposition  of  the  principles  and  mechanism  of  Credit 
has  already  been  given  in  the  preceding  chapters,  we  need  not 
repeat  it  here 

On  the  Ratio  of  Money  to  Credit 

3.  It  is  nowT  universally  acknowledged  that  the  Circulating- 
Medium  or  Currency,  or  the  Measure  of  Value  in  which  Prices 
are  expressed,  consists  of  Money  and  Credit  or  Rights  to  demand 
Money,  in  all  its  forms  both  written  and  unwritten.  It  is,  there- 
fore, evident  that  we  cannot  estimate  the  relation  of  Money  to- 
Prices  until  we  ascertain  the  ratio  of  Money  to  Credit 

All  Credits  payable  in  Gold — whether  Bank  Notes,  Banking 
Credits,  Bills  of  Exchange,  or  any  others — have  identically  the 
same  effects  on  the  Value  of  Gold  and  on  Prices  as  an  equal 
quantity  of  Gold  itself  :  and  may  be  called  Gold  Credits 

Similarly  all  Credits  payable  in  Silver  have  identically  the 
same  effects  on  the  Value  of  Silver,  and  prices  estimated  in  Silver, 
as  an  equal  quantity  of  Silver  itself :  and  may  be  called  Silver 
Credits 

And  the  Value  of  Gold  and  Silver  with  respect  to  each  other 
is  determined,  not  only  by  the  actual  quantity  of  the  metals, 
themselves  :  but  the  ratio  of  the  aggregate  mass  of  Gold  and  all 
Gold  Credits  to  the  aggregate  mass  of  Silver  and  all  Silver  Credits. 

An  instance  of  this  is  well  known  to  the  officials  of  the  India. 
Office.  The  fall  in  the  value  of  the  rupee  has  been  usually 
attributed  to  the  increased  supplies  of  Silver  from  the  mines,  and 
the  diminished  demand  for  it,  owing  to  its  restriction  in  use  by 
Germany  and  various  other  countries 
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These  circumstances  have  no  doubt  had  a  powerful  effect :  but 
there  is  another  circumstance  which  has  never,  that  we  have  seen, 
been  sufficiently  taken  into  the  popular  account 

A  good  many  years  ago  the  bills  which  were  drawn  by  the 
India  Council  in  London  on  the  different  Indian  Governments  to 
meet  payments  in  London  in  Gold  did  not  exceed  £3,000,000. 
But  of  late  years  these  Council  Bills  have  increased  to  nearly 
£20,000,000.  Now  these  Bills  have  exactly  the  same  effect  on 
the  value  of  Silver  as  an  equal  quantity  of  Silver  itself.  This 
increase  of  about  £17,000,000  of  Council  Bills  has  exactly  the 
same  effect  as  an  additional  supply  of  £17,000,000  of  Silver  from 
the  mines  :  and  have  had  an  equal  effect  in  lowering  the  value  of 
the  rupee :  and  just  by  so  much  they  have  increased  the  embarrass- 
ment of  the  Indian  Government 

But  Credits  of  all  kinds  are  made  payable  in  Specie  :  hence  in 
every  system  of  Credit  there  must  be  an  ultimate  reserve  of  specie 
in  order  to  enable  it  to  maintain  its  value 

From  this  it  is  often  supposed  that  there  is  some  definite  fixed 
ratio  between  Money  and  Credit  :  or,  in  mathematical  language, 
that  Credit  is  a  function  of  Money 

But  this  is  not  so  :  Credit  is  not  a  fixed  definite  function  of 
Money  :  but  it  is,  if  we  may  coin  the  term,  a  Contingent  function 
of  Money 

By  which  we  mean  that  though  in  every  system  of  Credit 
there  must  be  an  ultimate  reserve  of  specie,  yet  that  ultimate 
reserve  does  not  bear  a  constant  fixed  ratio  to  the  quantity  of 
Credit  :  but  it  mainly  depends  on  the  organisation  of  Credit : 
the  more  highly  organised  the  system  of  Credit  is,  the  less  is  the 
requisite  amount  of  the  ultimate  reserve  of  specie 

The  notion  that  Money  must  bear  a  definite  fixed  ratio  to 
Credit  is  founded  on  the  idea  of  Torrens  and  Mill,  which  we  shall 
have  to  examine  at  greater  length  in  a  future  chapter,  that  all 
Bills  of  Exchange,  Cheques,  &c.,  are  ultimately  really  paid  in 
Money.  Such,  no  doubt,  was  very  probably  the  case  200  years 
ago  :  but  this  was  only  the  very  earliest  and  rudest  organisation 
of  Credit 

In  Chapter  I.  we  have  shown  the  different  ways  of  settling 
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mutual  Debts,  and  shown  how  different  is  the  quantity  of  Money 
required  according  as  either  of  these  methods  is  adopted 

In  Chapter  III.  we  have  shown  that,  besides  payment  in 
Money  there  are  three  other  methods  of  extinguishing  obliga- 
tions— (1)  Acceptilation,  or  Release  :  (2)  Novation,  or  Renewal 
or  Transfer  :  and  (3)  Compensation,  or  set  off,  where  mutual 
Debts  are  payments  of  each  other 

All  ideas  that  Debts  are  only  paid  in  Money  are  utterly 
obsolete.  At  the  present  day  not  one  Bill  in  500,000,  probably,  is 
ever  paid  in  Money  in  this  country,  but  by  the  other  methods 
described  in  that  chapter 

We  shall  now  show  that  any  amount  of  Credit  may  be  created 
and  extinguished  without  any  relation  to  the  quantity  of  Money 

(1)  Before    the    Continental    bankers   discounted   Bills    of 
Exchange,  there  used  to  be  quarterly  fairs  at  the  great  towns, 
Lyons,  Antwerp,  Nuremberg,  Hamburg,  and  many  others 

The  merchants  did  not  make  their  Bills  payable  at  their  own 
houses,  where  they  would  have  been  obliged  to  keep  a  stock  of 
specie  to  meet  them  :  but  they  made  them  payable  only  at  these 
fairs.  In  the  meantime  their  Bills  circulated  throughout  the 
country  and  got  covered  with  indorsements,  performing  all  the 
functions  of  money 

On  a  fixed  day  of  the  fair  the  merchants  met  and  exchanged 
their  acceptances  with  each  other :  these  acceptances  reciprocally 
paid  and  discharged  each  other  :  and  the  obligations  were 
extinguished  by  the  principle  of  Compensation 

By  this  means  Boisguillebert  says  that  obligations  to  the 
amount  of  80,000,000  (livres  ?)  were  extinguished  without  the  use 
of  a  sou  in  money 

Now  if  80  millions  of  Credit  could  be  paid  and  extinguished 
in  this  way,  it  is  evident  that  800  or  8,000  millions  could  have 
been  extinguished  exactly  in  the  same  way  :  it  only  required  that 
the  mutual  obligations  should  exactly  balance  each  other 

(2)  When  the  Bank  of  England  was  directed  to  suspend  pay- 
ments in   1797,  the  Act  did  not  extend  to  Scotland.     But  the 
Scotch   Banks   met  and  agreed  to  refuse  all  payment  of  their 
Notes  in  cash  :  and  this  they  maintained  during  the  whole  course 
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of  the  war.  And  though  they  were  liable  to  an  action  for  so 
doing,  no  action  was  ever  brought  against  a  Scotch  Bank  during 
the  whole  period.  Thus  for  20  years  the  whole  commerce  of 
Scotland  was  carried  on  without  the  use  of  a  single  guinea 

But  though  the  Banks  refused  payment  of  their  Notes  to  the 
public,  they  maintained  their  system  of  rigorous  exchanges 
among  themselves  :  so  that  no  single  Bank  was  able  to  continue 
over-issues  :  because  if  it  did  so  it  would  have  had  to  pay  its 
Notes  in  Gold  or  in  Bank  of  England  Notes  to  its  competitors. 
In  consequence  of  this  the  Scotch  Bank  Notes  always  maintained 
an  equality  of  value  with  Bank  of  England  Notes  ;  though  of 
course  they  shared  their  depreciation 

(3)  We  have  shown  that  if  two  persons  are  customers  of  the 
same  bank,  one  of  them  may  pay  a  debt  to  the  other  by  giving 
him   a   Cheque   on   his   account.     The   Creditor  may   pay  this 
cheque  into  his  own  account :  and  the  Credit  is  transferred  from 
the  account  of  the  Debtor  to  that  of  the  Creditor.     As  soon  as 
that  is  done  the  Debt  of  the  Debtor  is  paid  and  extinguished 
exactly  the  same  as  if  it  had  been  paid  in  Money.     This  is  a 
Novation 

It  is  obvious  that  the  larger  a  Bank  is,  the  more  numerous  are 
such  transactions  among  its  customers  :  and  thus  the  more  pay- 
ments are  made  by  transfers  of  Credit,  or  Novations,  than  by 
Money :  and  therefore  the  larger  a  Bank  is,  the  smaller  is  the 
amount  of  gold  required  to  be  held  in  reserve 

(4)  But  though  the  persons  dealing  with  each  other  may  not 
be  customers  of  the  same  Bank,  yet,  by  the  system  of  Clearing 
which  we  have  described,  Cheques,  Notes,  Bills,   &c.,  are  trans- 
ferred just  as  easily  from  all  the  Banks  which  join  in  it  to  each 
other,  as  Credits  are  transferred  from  one  account  to  another  in 
the  same  Bank.     At  the  present  time  Credits  to  the  amount  of 
about  £7,000,000,000  are  interchanged  between  the  Banks  in  the 
London  Clearing  House  alone,  and  extinguished,  without  the  use 
of  a  single  coin 

There  is  besides  a  Country  Clearing  House  in  London  for 
country  Bills  and  Notes  :  and  every  considerable  town  in  the 
country  has  a  Clearing  House  of  its  own  :  though  they  do  not 
publish  their  accounts  :  and  therefore  we  have  no  means  of  ascer- 
taining their  amounts 
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It  is  also  evident  that  the  more  banking  habits  spread  among 
the  people,  the  more  payments  will  be  made  by  transfers  of  Credit 
than  by  Money  :  and  consequently  the  less  Money  will  be  required 
to  carry  on  the  business  of  the  country 

If  we  could  suppose  that  all  the  Clearing  Houses  in  the  country 
were  dissolved,  and  we  reverted  to  the  old  and  barbarous  method 
of  paying  all  Debts  in  actual  Gold,  the  amount  that  would  be 
required  would  be  something  enormous  :  no  one  could  tell  what 
it  would  be :  it  would  certainly  be  some  hundreds  of  millions 

All  these  instances  prove  the  doctrine  which  we  have  stated  : 
that  though  in  every  system  of  Credit  there  must  be  an  ultimate 
reserve  of  Gold  :  yet  the  ratio  of  Credit  to  Gold  is  not  a  definite 
fixed  function,  but  that  it  depends  entirely  on  the  perfection  of 
the  organisation  of  the  system  of  Credit :  and  the  more  highly 
developed  and  organised  the  system  of  Credit  is,  the  less  is  the 
amount  of  Gold  required 

When  the  Bank  of  Scotland  was  established  it  was  enabled  to 
maintain  £50,000  of  its  Xotes  in  circulation  on  a  reserve  of 
£10,000  in  gold  :  therefore  the  ratio  of  Credit  to  gold  was  5  to  1. 

The  published  accounts  of  the  Joint  Stock  Banks  in  England 
show  that  on  an  average  the  reserve  they  keep  is  about  12  per  cent, 
of  their  liabilities :  hence  the  ratio  of  their  Credit  to  Gold  is 
about  8  to  1 

But  in  Scotland,  where  the  system  of  Credit  is  more  highly 
developed  and  organised  than  in  England,  the  Banks  are  able  to 
maintain  about  £95,000,000  of  Banking  Credits  on  a  reserve  of 
£4,500,000  of  Gold:  or  the  ratio  of  Credit  to  Gold  is  about 
23  to  1 

All  this  shows  that  it  is  absolutely  impossible  to  determine 
the  ratio  of  Money  to  prices 

On   the  Effective  Force    of  Money  compared   to    the   Effective 
Force  of  Credit 

4.  The  preceding  figures  show  that  the  absolute  quantity  of 
Credit,  as  compared  to  Money,  is  about  99  to  1.  That  is,  that 
in  all  prices  99  parts  consist  of  Credit,  and  only  1  part  of  Money : 
so  that  if  it  were  possible  to  imagine  that  the  whole  mass  of 
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Credit  were  annihilated,  Gold  would  rise  to  about  100  times  its 
present  value 

But  even  this  gives  no  adequate  idea  of  the  Effective  Force  of 
Credit  as  compared  to  the  Effective  Force  of  Money  :  because,  as 
we  have  shown,  the  Effective  Force  of  Money  and  of  Credit  is 
measured,  not  only  by  their  absolute  amount,  but  ly  their 
Amount  multiplied  by  the  Velocity  of  their  Circulation  :  which 
we  have  named  their  Momentum  or  Duty 

In  England  the  quantity  of  Money  in  circulation  is  extremely 
small,  and  is  only  used  in  petty  retail  transactions.  The  immensely 
greater  part  of  transactions  are  effected  by  Cheques,  and  Bank 
Notes  in  a  much  smaller  degree,  and  Bills  of  Exchange 

But  in  Scotland  the  quantity  of  Money  in  circulation  is 
absolutely  infinitesimal.  The  actual  specie  lies  quiescent  in  the 
Banks  :  merely  to  inspire  confidence  in  the  people  that  it  may  be 
had  if  required 

The  whole  effective  work  of  the  country  is  done  by  Bank 
Notes,  and  in  a  much  smaller  degree  by  Cheques  :  and,  of  course, 
commerce  is  effected  by  Bills  of  Exchange 

While  the  Money  lies  in  the  Banks  the  Notes  pass  from  hand 
to  hand,  and  do  all  the  work.  No  one  can  have  the  most  distant 
idea  as  to  the  number  of  times  that  Bank  Notes  pass  in  circula- 
tion, compared  to  the  infinitesimally  minute  quantity  of  Money 

Reply  to  the  Dogma  of  Smith  that  an  Increase  of  Money  can 
have  no  Effect  on  the  Rate  of  Interest 

5.  The  expression,  Value  of  Money,  which  has  two  distinct 
meanings  when  applied  to  two  different  species  of  merchandise, 
namely,  Commodities,  when  the  Value  of  Money  means  the 
quantity  of  goods  that  Money  will  purchase  :  and  Debts,  where 
the  Value  of  Money  is  measured  by  the  rate  of  Interest,  or  Dis- 
count, has  given  rise  to  some  considerations  of  a  somewhat  subtle 
nature,  which  we  must  endeavor  to  unravel 

The  Rate  of  Interest,  or  Discount,  depends  on  the  ratio  of 
the  Money  to  the  Debts  :  just,  in  the  same  way  as  the  relations  of 
Money  and  Commodities  are  determined 
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It  might,  therefore,  appear  that  a  great  increase  of  the 
precious  metals,  which  leads  to  a  diminution  in  the  Value  of 
Money  with  respect  to  one  of  these  classes  of  merchandise,  should 
also  necessarily  lead  to  a  diminution  in  Value  of  Money  with 
respect  to  the  other 

That  is  to  say,  that  if  the  Value  of  Money  were  to  diminish 
with  respect  to  commodities,  so  that  it  required  double  the 
quantity  of  Money  to  purchase  any  amount  of  commodities,  it 
would  follow  that  the  Rate  of  Interest  would  fall  to  one  half. 
And,  conversely,  that  if  the  Value  of  Money  should  fall  to  one-half 
in  the  purchase  of  Debts,  the  quantity  of  Money  necessary  to 
purchase  commodities  would  be  doubled.  It  would  appear  at 
first  sight  that  such  an  idea  as  that  the  Value  of  Money  could 
diminish  one-half  with  respect  to  Commodities,  and  remain  the 
same  with  respect  to  Debts,  was  paradoxical  and  untenable 

Accordingly  Smith  says1  that  several  eminent  writers  had 
maintained  that  the  increase  of  the  quantity  of  Gold  and  Silver, 
in  consequence  of  the  discovery  of  the  mines  in  South  America, 
was  the  real  cause  of  the  lowering  of  the  Rate  of  Interest  through- 
out the  greater  part  of  Europe.  These  metals,  they  say,  having 
become  of  less  Value  (i.e.t  of  less  purchasing  power  with  respect 
to  Commodities)  themselves,  the  use  of  any  particular  portion  of 
them  became  of  less  value  too,  and  consequently  the  price  which 
should  be  paid  for  it 

To  this  obviously  fallacious  reasoning  Smith  replies — 

"  The  following  very  short  and  plain  argument,  however,  may 
serve  to  explain  more  distinctly  the  fallacy  which  seems  to  have 
misled  these  gentlemen.  Before  the  discovery  of  the  Spanish 
West  Indies,  10  per  cent,  seems  to  have  been  the  common  rate  of 
interest  through  the  greater  part  of  Europe.  It  has  since  that 
time,  in  different  countries,  sunk  to  6,  5,  4,  and  3  per  cent.  Let 
us  suppose  that  in  every  particular  country  the  value  of  silver  has 
sunk  precisely  in  the  same  proportion,  and  that  in  those  countries, 
for  example,  where  interest  has  been  reduced  from  10  to  5  per 
cent,  the  same  quantity  of  silver  can  now  purchase  just  half  the 
quantity  of  goods  which  it  would  have  purchased  before.  This 
supposition  will  not,  I  believe,  be  found  anywhere  agreeable  to  the 

i  Wealth  of  Nations,  Bk.  II.,  ch.  iv. 
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truth,  but  it  is  the  most  favorable  to  the  opinion  which  we  are 
going  to  examine,  and  even  upon  this  supposition  it  is  utterly 
impossible  that  the  lowering  of  the  Value  of  silver  could  have  the 
smallest  tendency  to  lower  the  Rate  of  Interest.  If  a  hundred 
pounds  are  in  those  countries  now  of  no  more  value  than  fifty 
pounds  were  then,  ten  pounds  must  now  be  of  no  more  value  than 
five  pounds  were  then;  whatever  were  the  causes  which  lowered 
the  value  of  the  capital,  the  same  must  necessarily  have  lowered 
that  of  the  interest,  and  exactly  in  the  same  proportion.  The 
proportion  between  the  value  of  the  capital  and  that  of  the 
interest  must  have  remained  the  same  though  the  rate  had  never 
been  altered.  By  altering  the  rate,  on  the  contrary,  the  propor- 
tion between  these  two  values  is  necessarily  altered.  If  a  hundred 
pounds  are  worth  no  more  now  than  fifty  were  then,  five  pounds 
can  be  worth  no  more  than  two  pounds  ten  shillings  were  then. 
By  reducing  the  rate  of  interest,  therefore,  from  10  to  5  per  cent., 
we  give  for  the  use  of  capital,  which  is  supposed  to  be  equal  to 
one-half  of  its  former  value,  an  interest  which  is  equal  to  one- 
fourth  only  of  the  Value  of  the  former  interest " 

Smith's  refutation  of  the  argument  alleged  for  supposing  that 
the  increase  of  money  reduced  the  rate  of  interest  is  perfectly 
conclusive.  The  fact  is  simply  this  :  the  rate  of  interest  compre- 
hends two  elements :  one  part  of  the  profits  paid  for  the  use  of 
money  :  the  other  as  insurance  for  the  risk  of  loss.  Now  no 
diminution  in  the  value  of  money  with  respect  to  commodities 
can  make  the  slightest  difference  in  respect  to  these  two  elements. 
Whatever  the  quantity  of  goods  be,  more  or  less,  which  £100  will 
purchase,  the  part  of  the  profits  paid  for  the  use  of  money  will 
still  be  the  proportion  of  the  £100.  Nor  can  any  alteration  in 
the  value  of  money  have  the  slightest  effect  in  influencing  the  risk 
of  the  transaction.  Whether  the  usual  price  of  goods  be  £100  or 
£50,  it  can  make  no  difference  in  the  proportion  of  the  profits 
agreed  to  be  paid  for  the  use  of  £100  :  nor  in  the  risk  :  conse- 
quently, it  can  have  no  influence  whatever  on  the  rate  of  interest. 

Smith's  refutation  of  the  argument  in  the  particular  case  he 
discusses  is  perfectly  conclusive.  Nevertheless,  his  general  doctrine 
that  an  increase  of  money  can  have  no  influence  on  the  rate  of 
interest  in  any  case,  which  has  been  followed  by  many  other 
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writers,  is  entirely  erroneous,  as  it  is  quite  easy  to  show.  Smith 
acknowledges  that  many  writers  had  observed  that  the  rate  of 
interest  had  fallen  to  one-half  after  the  discoveries  in  America,  as 
Bodin  specially  remarks,  remains  as  an  established  fact,  and  has 
to  be  accounted  for 

The  sole  difficulty  in  the  case  is  this  :  Smith  and  all  modern 
Economists  admit  that  Bank  Notes,  Bills  of  Exchange,  &c.,  are 
circulating  Capital,  which  perform  all  the  functions  of  money. 
But  they  fail  to  grasp  the  conception  that  Rights  of  action,  such  as 
Credits  or  Debts,  are  goods  and  chattels,  commodities,  merchan- 
dise, just  like  any  material  commodities,  and  that  their  value  is 
governed  by  exactly  the  same  laws  as  that  of  any  other  goods 

Now  let  us  suppose  that  a  great  and  sudden  increase  of  money 
takes  place,  as  happened  in  the  IGth  century  :  then  it  is  evident 
that  its  effect  on  the  value  of  both  species  of  merchandise,  Goods 
and  Debts,  must  be  exactly  the  same 

If  the  whole  of  the  increased  quantity  of  money  were  applied 
to  the  purchase  of  Goods  that  would  raise  the  price  of  Goods 

If  the  whole  of  the  increase  of  money  were  applied  to  the 
purchase  of  mercantile  Debts,  that  would  raise  the  price  of  Debts, 
i.e.,  it  would  lower  the  rate  of  Interest 

If  part  of  the  increased  quantity  of  money  were  applied  to 
purchase  Goods,  and  part  to  purchase  Debts,  that  would  raise  the 
price  of  both,  that  is,  it  would  raise  the  price  of  Goods,  and  it 
would  lower  the  rate  of  Interest  at  the  same  time 

Now  this  is  what  actually  happened  at  the  time  alluded  to. 
Contemporary  writers  like  Bodin  observed  that  the  price  of  com- 
modities was  considerably  raised  by  the  influx  of  money  :  but 
only  to  half  the  extent  which  might  have  been  expected.  They  also 
observed  that  the  rate  of  interest  was  considerably  reduced.  And 
the  above  reasoning  clearly  explains  both  of  these  observed 
historical  facts 

A  greatly  increased  quantity  of  Credit  has  identically  the 
same  effects :  no  more  striking  instance  of  which  can  be  imagined 
than  what  has  taken  place  in  this  country 

Every  one  knows  that,  without  going  too  much  into  details, 
an  enormous  rise  has  taken  place  in  the  price  of  commodities 
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since  the  time  of  William  the  Conqueror.  This  is,  to  a  certain 
extent,  to  be  accounted  for  by  the  depreciation  of  the  coinage,  as 
there  is  only  about  one  third  of  the  amount  of  metal  in  the 
coinage  at  the  present  day.  That  would  account  for  prices  being 
tripled.  There  has  also  undoubtedly  been  a  very  large  increase 
in  the  amount  of  specie  in  circulation  :  which  would  account  for 
another  considerable  rise  in  prices.  But  allowing  the  utmost 
latitude  for  these  causes,  there  is  still  an  immense  residual  in- 
crease, which  can  by  no  possibility  be  accounted  for  by  them 

By  the  Statutes  of  Eton  College,  it  was  enacted  that  on  a 
certain  day  in  the  year  all  persons  on  the  foundation  should 
receive  half  a  sheep,  or  threepence,  that  being  the  value  of  half  a 
sheep  in  1441,  when  the  College  was  founded.  The  Fellows  of 
the  College  had  interpreted  this  in  their  own  favor,  by  taking  to 
themselves  the  value  of  half  a  sheep  in  modern  money.  But 
they  restricted  the  gift  to  the  Collegers  to  the  literal  threepence. 
One  day,  as  the  Bursar  was  distributing  these  threepenny  bits  to 
the  Collegers  at  dinner,  as  was  the  custom,  an  audacious  young 
Tug,  as  Mr.  Montague  Williams  tells  us,  demanded  half  a  sheep 
instead  :  for  which  piece  of  temerity  he  got  soundly  flogged 

Now  why  has  a  sheep  risen  in  price  from  Qd.  in  1441  to  50s. 
or  60s.  at  the  present  day  ? 

In  the  days  of  Charles  II.  the  usual  average  rate  of  interest 
was  10  per  cent.  But  not  long  after  the  institution  of  Bankers 
and  the  foundation  of  the  Bank  of  England,  it  came  down  to 
about  3  per  cent.,  and  at  the  present  day  it  is  somewhat  less  than 
that 

Now  what  has  been  the  cause  of  this  great  increase  in  the 
Price  of  Commodities,  and  great  fall  in  the  Rate  of  Interest  ? 

It  is  to  be  found  in  the  amazing  increase  of  Banking  Credits 
in  the  last  two  centuries  and  a-half 

The  history  of  Commerce  in  those  times  is  exceedingly  obscure. 
But  there  is  no  doubt  that  if  the  system  of  discounting  mercantile 
Bills  of  Exchange  did  not  originate  with  the  goldsmith-bankers  in 
the  time  of  the  Commonwealth,  at  least  it  received  a  great  exten- 
sion from  them.  The  greater  part  of  the  money  of  the  country 
having  come  into  their  hands,  as  is  described  in  the  next  chapter, 
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for  which  they  paid  interest,  they  had  to  employ  it  so  as  to  pro- 
duce a  profit.  This  they  did  by  discounting  mercantile  Bills,  for 
which  they  competed,  and  so  naturally  raised  their  price,  i.e., 
they  lowered  the  rate  of  interest.  But  their  power  of  discounting 
Bills  greatly  exceeded  the  sums  placed  with  them  by  their  cus- 
tomers. Because  they  did  not  discount  them  with  actual  cash : 
they 'simply  gave  their  customers  a  Credit,  or  Deposit,  in  their 
books  for  them  :  that  is,  they  issued  a  Right  of  action  against 
themselves.  They  soon  found  that  they  could  maintain  in  circu- 
lation an  amount  of  Notes  several  times  exceeding  the  amount  of 
Cash  they  held.  In  this  rudimentary  state  of  Credit  they  could 
not  probably  maintain  in  circulation  an  amount  of  Notes  more 
than  four  or  five  times  exceeding  the  Cash  they  held.  But 
this  had  all  the  practical  effects  of  multiplying  their  Cash  four 
or  five  times 

"When  banking  was  first  founded  in  England  the  usual  rate  of 
interest  was  8  or  10  per  cent.,  and  the  bankers  all  allowed  their 
customers  6  per  cent,  on  their  daily  balances  payable  on  demand. 
But  these  halcyon  days  for  customers  soon  passed  away.  The 
increased  number  of  bankers  multiplied  Banking  Credits  faster 
than  the  increase  of  mercantile  Bills  :  and  by  the  further  founda- 
tion of  the  Bank  of  England,  Banking  Credits  increased  so  much 
that  the  average  rate  of  Interest  fell  to  3  per  cent. 

This  lowering  of  the  average  rate  of  interest  had  the  effect  of 
immensely  raising  the  value  of  all  property  in  the  form  of  an 
Annuity.  Thus,  when  in  the  reign  of  Charles  II.  the  average  rate 
of  interest  was  10  per  cent.,  the  value  of  land  was  only  10  years' 
purchase  :  but  when  the  average  rate  of  interest  fell  to  3  per  cent., 
the  theoretical  value  of  land  rose  to  33  years'  purchase 

At  this  time  also  begun  that  immense  rise  in  the  price  of  all 
kinds  of  commodities :  as  is  noticed  in  the  life  of  Lord 
Godolphin 

Thus  the  immense  increase  of  Banking  Credits  in  England 
produced  exactly  the  same  effects  in  raising  the  price  of  commo- 
dities and  lowering  the  rate  of  interest  as  the  great  influx  of  the 
precious  metals  did  throughout  Europe  in  the  IGth  century 

As  far  as  we  have  olisurvcd,  it  would  appear  that  the.  average 
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rate  of  interest  when  Money  alone  was  used,  before  the  develop- 
ment of  Credit,  was  from  20  to  25  per  cent. :  it  is  the  immense 
increase  of  Banking  Credits  which  has  brought  it  down  to  3  per 
cent.:  and  even  lower 

Has   the  great  Depression    in   Prices   since  1873  been    due    to 
Diminished  Supplies  of  Gold 

6.  The  preceding  considerations  will  enable  us  to  form  a 
judgment  on  the  doctrine,  which  was  so  stoutly  maintained  by 
many  persons,  that  the  great  depression  in  the  prices  of  com- 
modities, which  began  in  1873,  was  entirely  due  to  a  slight 
diminution  in  the  supplies  of  Gold  from  the  mines 

Taking  the  Equation  of  Value — 
A  =  B 

Let  A  represent  the  Circulating  Medium,  or  Currency,  which  is 
the  measure  of  Value,  in  which  Prices  are  expressed,  which  con- 
sists of  Metallic  Money  and  Credit  in  all  its  forms,  both  written 
and  unwritten 

Let  B  represent  all  other  Commodities 

Then  a  change  in  Prices,  or  the  Value  of  Commodities,  takes 
place  either  from  a  change  in  A :  or  a  change  in  B  :  or  which  is 
more  usual  and  far  more  complicated,  from  a  simultaneous  change 
both  in  A  and  B 

Now  it  is  a  well  known  fact  that  since  1873  many  things 
have  occurred  to  lower  the  price  of  commodities  generally  classed 
under  B.  Diminished  cost  of  production  produced  by  scientific 
discoveries,  increased  facilities  of  transport,  enabling  agricultural 
products  of  all  sorts  to  be  imported  from  a  far  wider  area,  as  has 
been  well  set  forth  by  Lord  Playfair  in  several  articles,  have  all 
tended  to  lower  prices  :  and  all  these  have  had  a  certain  effect. 
The  Report  of  the  Commission  attributed  much  of  the  depression 
to  overproduction  :  nor  are  we  concerned  to  deny  its  effect  in 
certain  cases 

But  when  we  consider  A,  or  the  Circulating  Medium,  or 
Currency,  or  the  Measure  of  Value  in  which  Prices  are  expressed, 
the  Report  of  the  Commission  is  extremely  defective.  They  had 
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very  little  conception  of  anything-  beyond  a  slight  diminution  in 
the  supplies  of  Gold.  Credit  is  only  alluded  to  in  the  most 
cursory  manner,  whereas  it  is  the  crux  of  the  whole  question  : 
and  popular  opinion  attributed  the  general  depression  almost 
exclusively  to  a  falling  off  in  the  supplies  of  Gold 

Xow  the  considerations  set  forth  in  the  preceding  chapters  show 
that  such  an  idea  is  perfectly  untenable.  It  is  perfectly  acknow- 
ledged that  Credit  produces  exactly  the  same  effect  on  Prices  as 
Gold.  And  it  has  been  shown  by  authentic  statistics,  that  in 
modern  times  Gold  only  forms  about  1  per  cent,  of  the  Circu- 
lating Medium,  or  Currency,  and  that  the  other  99  per  cent,  is 
Credit  in  its  various  forms.  Moreover,  when  we  consider  the 
effect  of  any  minute  variations  in  the  annual  supplies  of  Gold,  it 
must  be  observed  that  they  form  a  very  minute  portion  of  the 
already  existing  quantity  in  circulation.  To  suppose  that  a 
variation  to  a  small  extent  of  a  fraction  of  1  per  cent,  on  the 
amount  of  the  Circulating  Medium  or  the  Measure  of  Value 
could  produce  the  widespread  effect  so  popularly  attributed  to  it, 
is  wholly  beyond  reason 

Now,  allowing  that  there  were  other  causes  at  work  to  pro- 
duce this  depression,  one  of  the  most  potent  causes  of  the 
depression  of  prices  was  almost  entirely  overlooked  in  the  Report 
and  in  public  discussions — namely,  the  total  collapse  of  specula- 
tion after  1873 

All  speculation  is  carried  on  by  means  of  Bills  of  Exchange. 
Vast  quantities  of  Bills  of  Exchange,  a  large  part  being  of  the 
most  illegitimate  nature,  are  created,  which  partly  aggravate  the 
price  of  commodities,  and  whose  magnitude  is  partly  caused  by 
the  expected  rise  in  the  price  of  commodities,  are  manufactured. 
These  Bills  are  discounted  by  Banks,  and  consequently  give  rise 
to  an  immense  increase  of  Deposits,  or  Banking  Credits  :  and 
this  vast  increase  of  Credits,  both  Mercantile  and  Banking,  inflates 
the  Measure  of  Value,  and  raises  the  price  of  Commodities  all 
round 

Then  when  the  bubble  bursts,  and  a  great  Commercial  Crisis 
ensues,  vast  amounts  of  Credit  are  destroyed  :  and  so  the  volume 
of  the  Currency,  or  the  Measure  of  Value,  is  diminished  :  which 
produces  a  general  lowering  of  prices  all  round.  It  is  these  vast 
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expansions  and  contractions  of  Credit  which  produce  those 
changes  in  price  which  are  so  ruinous  to  traders,  infinitely  more 
than  any  minute  variations  in  the  supplies  of  Gold 

Now  it  is  well  known  that  1873  was  a  period  of  enormous 
speculation  :  and  the  torrents  of  Credit  created  by  the  specula- 
tions raised  the  price  of  commodities  to  an  extravagant  height. 
But  after  1873  came  the  collapse  :  and  this  speculative  Credit 
being  destroyed,  prices  fell  as  rapidly  as  they  had  risen 

As  far  as  this,  then,  there  was  nothing  extraordinary  :  nor 
what  had  not  happened  times  without  number  before.  What 
was  really  remarkable  and  unprecedented  was  the  long  period  of 
the  depression 

On  former  occasions  great  speculations  had  taken  place,  giving 
rise  to  great  rises  in  price  and  the  rate  of  interest  :  then  the 
Crisis,  which  inevitably  followed,  produced  a  great  depression  in 
prices,  and  a  reduction  in  the  rate  of  interest 

But  this  reduction  in  prices,  and  the  rate  of  interest,  pinched 
severely  all  persons  of  narrow  income,  and  they  cast  about  for 
more  remunerative  investments.  Then  speculators  saw  their 
opportunity  :  and  got  up  all  sorts  of  fraudulent  schemes  to 
entrap  the  unwary.  Thus  speculation  spread  depression  :  and 
depression  in  its  turn  bred  speculation  :  in  constantly  recurring 
cycles 

Now  these  alternating  cycles  of  speculation  and  depression 
are  innate  in  the  modern  system  of  Credit :  and  the  truth  of  this 
is  amply  proved  by  the  history  of  commerce  in  all  countries  since 
the  vast  expansion  of  the  system,  of  Credit,  which  took  place  in 
the  latter  half  of  the  seventeenth  century.  And  the  most 
important  and  complicated  problems  in  Economics  are  to  know 
how  to  deal  with  these  Commercial  Crises  when  they  arise  :  to 
bring  them  under  scientific  control  :  and  to  prevent  them  from 
developing  into  Monetary  Panics  :  which  are  the  most  fearful 
calamities  of  modern  times 

Now  one  of  the  principal  causes  of  the  great  depression  since 
1873  is,  that  speculation  on  a  large  scale  has,  from  whatever 
reason,  been  totally  extinct.  Either  men  have  learnt  wisdom 
from  experience  :  or  they  have  been  unable  to  discover  any  com- 
modities to  speculate  in  :  or  they  have  been  unable  to  discover 
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schemes  to  entrap  the  unwary :  except  indeed  loans  to  South 
American  States,  which,  however,  only  affect  a  comparatively 
small  number  of  persons  :  and  not  the  whole  community  as 
former  bursts  of  speculative  mania  did.  It  is  not  the  depression 
itself,  but  its  unprecedented  duration,  which  is  in  any  way 
remarkable,  and  it  requires  no  further  observations 

The  preceding  considerations  show  how  utterly  impossible  it 
is  to  ascertain  the  precise  influence  which  a  little  more  or  a  little 
less  Gold  has  on  prices.  It  is  infinitely  more  complicated  than 
the  influx  of  the  precious  metals  in  the  16th  century 

At  that  time  there  was  scarcely  a  Bank  in  Europe,  except  in 
Italy  :  and  when  an  increase  of  Gold  took  place  it  came  at  once 
into  contact  with  commodities  :  and,  therefore,  inevitably  raised 
their  price 

But  in  modern  times  an  increased  quantity  of  Gold  is  first 
paid  into  Banks,  and  thus  forms  a  basis  for  them  to  enlarge  their 
Credits :  and  to  reduce  the  rate  of  interest.  Except  indeed  in 
the  countries,  such  as  California  and  Australia,  where  the  Gold 
itself  is  produced,  and  the  quantity  found  induces  a  reckless 
expenditure  on  the  part  of  the  miners.  But  elsewhere  the  com- 
paratively minute  quantities  of  Gold  are  buried  amid  such  a 
stupendous  mass  of  Banking  Credits  that  the  most  subtle  analysis 
in  the  world  is  wholly  incompetent  to  discriminate  the  effects  of 
Gold  from  those  of  Credit.  It  is  infinitely  more  easy  to  estimate 
the  effects  of  Gold  and  Credit  combined,  than  those  of  Gold 
alone 

One  thing  may  be  safely  said.  Many  persons  are  in  alarm 
that  the  increased  use  of  Gold  as  the  standard  money  by  various 
nations  may  lead  to  a  permanent  enhancement  of  its  value, 
absurdly  called  Appreciation  by  some  people  :  and  to  a  depression 
of  prices.  Such  fears  are  wholly  futile  :  the  earth  teems  with 
Gold  :  new  mines  are  being  discovered  every  day.  Within  the 
last  few  years  such  astounding  discoveries  of  both  Gold  and 
Silver  have  taken  place,  as  show  that  in  a  short  time  we  shall 
have  such  an  increase  of  both  metals  as  has  not  taken  place 
since  the  discovery  of  Mexico  and  Peru.  In  Colorado,  Nevada, 
Australia,  and  other  places,  the  supply  of  Silver  seems  exhaustless : 
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arid  in  Gold  we  have  Queensland,  Guyana,  both  British  and 
French,  Ecuador,  Columbia,  South  Africa,  and  now  Western 
Australia,  the  extent  of  whose  mines  is  far  from  being  ascer- 
tained yet,  but  which  promise  to  be  some  of  the  richest  in  the 
world.  The  cry,  therefore,  of  a  scarcity  of  Gold  is  a  pure 
delusion.  And  even  if  it  were  not  so,  we  have  shown  in  the 
preceding  chapters  what  an  incredibly  small  basis  of  Gold  is 
sufficient  to  support  a  vast  superstructure  of  Credit.  AVe  have 
shown  that  our  present  Circulating  Medium  or  Currency  consists 
of  99  parts  of  Credit  and  only  one  part  of  Gold.  But  our 
present  system  is  capable  of  a  still  higher  simplification  and 
organisation.  And  if  such  improvement  were  effected,  our 
present  amount  of  business  might  be  carried  on  with  half  the 
amount  of  Gold :  or  our  present  stock  of  Gold  would  carry 
double  the  amount  of  business 
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PARIS,  Feb.  22,  1875 
31  Y  DPAR  Mn.  MACLEOD, 

I  liave  received  by  the  post  your  Second  Volume  of  The  Principles  of 
<icnl  I'liili^npltij.  I  immediately  set  myself  to  read  it  with  the  attention  I 
give  to  your  works,  and  with  the  lively  interest  which  resulted  from  the  profound 
impression  which  the  first  Lad  made  on  me.  I  congratulate  you  sincerely  on  this 
excellent  work.  Of  all  the  works  on  Political  Economy  published  within  the  last 
fifty  years,  none  surpasses  this  in  importance.  You  have  advanced  the  Science 
more  than  anyone,  by  the  severe  and  judicious  analysis  to  which  you  have  sub- 
jected all  the  fundamental  conceptions  and  definitions.  You  have  removed  a 
considerable  number  of  errors,  even  blunders,  committed  by  the  Physiocrates, 
Adam  Smith.  J.  B.  Say,  Mill,  McCulloch,  &c.,  &c.;  you  have  thus  freed  the  field 
of  the  Science  from  a  great  number  of  thickets  which  encumbered  it ;  you  have 
simplified  the  Science,  and  at  the  same  time  enlarged  it.  It  was  a  work  of  the 
greatest  difficulty 

As  a  proof  of  the  conviction  which  I  have  on  the  subject  of  the  extent  of  the 
services  which  you  have  rendered  Political  Economy,  I  add  that  it  is  this  work 
which  henceforth  shall  serve  as  the  guide  in  my  teaching  in  the  College  de  France 
for  the  Philosophy  of  the  Science.  No  other  Work  can  be  compared  to  yours  for 
the  correction  of  philosophic  errors 

Yours  truly, 

MICHEL  CHEVALIER 
27,  Avenue  de  1'Imperatrice 


SMALL  CROWN  Svo.,  PRICE  2/6 

FIFTH      EDITION 

ECONOMICS  FOR  BEGIOEKS 

••  \Vi:  luive  much  pleasure  in  recommending  so  excellent  an  introduction  to 
the  study  of  Political  Economy  in  its  latest  theoretical  phases." — BttllionUt 

••Although  it  professes  to  be  no  more  than  an  Elementary  Handbook,  the 
Worl:  will  be  found  sufficient  to  give  a  clear  insight  into  the  Laws  and  Principles 
which  govern  commerce  all  the  world  over." — Scotsman 


IFXIFTIH: 

IN   TWO  VOLUMES 

VOLUME  I,  PRICE  12/-;   VOLUME  II,  PRICE  14/- 

AN  IXDEX  IS   ADDED    TO    THIS  EDITION 
THE 

THEORY  AND  PRACTICE  OF  BANKING 


"  An  Economist  of  the  first  order." — Journal  des  Dtbats 

"  We  have  had  the  pleasure  of  commending  so  much  of  Mr.  Macleod's  valu- 
able work  as  a  teacher  of  the  Science  of  Economics  on  previous  occasions  that  we 
really  find  but  little  left  us  to  say  that  is  new  by  way  of  urging  our  readers  to  the 
study  of  the  revised,  and,  we  believe,  final  edition  of  his  great  Treatise  on  Banking 
now  before  us." — Law  Magazine  and  Review 

"  There  is  no  book  that  we  know  of  which  is  so  excellent  in  quality  as  a  guide 

to  principles  and  practice  for  the  practical  banker It  is  quite  the 

most  thought-stimulating  book  of  its  kind  in  our  language 

"It  is  full  of  suggestive  writing  from  beginning  to  end,  and  we  are  inclined 
to  think  that  the  time  is  not  far  distant  when  Mr.  Macleod's  keen  criticisms  upon 
the  constitution  of  the  Bank  of  England  will  require  to  be  studied  by  practical 
statesmen,  with  a  view  to  the  revision  of  its  constitution  and  the  amendment  of 

its  charter Nobody,  in  short,  can  read  or  even  dip  into  this  book, 

without  being  obliged  to  think  for  himself,  and  it  is  withal,  full  of  interesting  and 
valuable  information."— lures  tors'  Review 


ONE  VOLUME,     CROWN  Svo.,     PRICE  3/6 

THE  ELEMENTS  or  BANKING 

"  A  volume  remarkable  for  the  extreme  simplicity  of  its  language,  the  singular 
clearness  of  illustrations,  and  its  thoroughness  of  treatment." — Standard. 

"The  volume  lias  the  merit — too  rare  in  the  pi'esent  day — of  giving  a  great 
deal  of  thought  and  information  in  a  very  small  compass." — Bidlionist 

"Mr.  Macleod's  admirable  handbook." — Edinburgh   Courant 


LONDON:     LOXGMAXS,    GREEX    &    CO. 

NEW  YORK  :    15,   EAST   SIXTEENTH   STliEET 


H  Classtftefc   Catalogue 

OF  WORKS  IN 

GENERAL    LITERATURE 

PUBLISHED    BY 

LONGMANS,  GREEN,  &  CO. 
39    PATERNOSTER   ROW,    LONDON,    E.G. 

ji  AND  93  FIFTH  AVENUE,  NEW  YORK,  AND  32  HORNBY  ROAD,  BOMBAY 


CONTENTS. 

PAGE 

PAGfe 

BADMINTON  LIBRARY  (THE).     -     12 

MENTAL,  MORAL,  AND  POLITICAL 

BIOGRAPHY,        PERSONAL        ME- 

PHILOSOPHY   

17 

MOIRS,   &c.        9 

MISCELLANEOUS  AND  CRITICAL 

CHILDREN'S  BOOKS          ...     32 

WORKS      

38 

CLASSICAL  LITERATURE,  TRANS- 
LATIONS, ETC.         ....     22 

POETRY  AND  THE  DRAMA 

23 

COOKERY,     DOMESTIC     MANAGE- 

POLITICAL  ECONOMY   AND  ECO- 

MENT,  &c.         36 

NOMICS     

20 

EVOLUTION,        ANTHROPOLOGY, 

POPULAR  SCIENCE  - 

3° 

&C.          21 

FICTION,  HUMOUR,  &c.   -         -         -     25 

RELIGION,  THE  SCIENCE  OF 

21 

FIXE  ARTS  (THE)  AND  MUSIC      -     36  i  SILVER  LIBRARY  (THE) 

33 

FUR,  FEATHER  AND  FIN  SERIES     15     SPORT  AND  PASTIME       - 

12 

HplTL°mCALPMEMWRS,  I™"™'-      3     S  ^IBS***      PHILOSOPmCAL 

J9 

LtcNIENUCEG0!'    HIST°RY   AN°     20    TRAVEL   AND  ADVENTURE,  THE 

LOGIC,  RHETORIC,  PSYCHOLOGY,                COLONIES,  &c. 

II 

&c.  17     WORKS  OF  REFERENCE  - 

31 

INDEX    OF     AUTHORS     AND     EDITORS. 

Page                                        Page                                        Page 

Page 

Abbott  (Evelyn)      3,19,22     Baldwin  (C.  S.)         -        17     Buckle  (H.  T.)  -        -          3    Creiehton  (Bishop)  -4,  5,  9 

(J.  H.  M.)          -          3     Balfour  (A.  J.)        13,20,21     Bull  (T.)                             36    Cross  (A.  L.)    - 
(T.  K.)       -        -17,18     Ball  (John)       -        -        n     Burke  (U.  R.)   -        -          3    Crozier  (I.  B.)  - 
(E.  A.)      -                 17     Banks  (M.  M.)  -        -        24     Burne-Jones  (Sir  E.)        36    Cutts  (Rev.  E.  L.)    - 

5 
9,  17 

5 

Acland  (A.  H.  D.)               3     Baring-Gould   (Rev.                Burns  (C.  L.)    -        -        36    Dabney  (J.  P.)  - 
Acton  (Eliza)    -                 36        S.)          -                 -21,38    Burrows  (Montagu)            5    Dale  (L.)  - 

23 
4 

Adelborg  (O.)   -                 32    Barnett  (S.  A.and  H.)       20 
/Eschvlus           -                 22     Baynes  (T.  S.)  -        -        38 

Campbell  (Rev.  Lewis)     21     Dallinger  (F.  W.)     - 
Casserlv  (G.)    -        -          3    Dauglish  (M.  G.)      - 

5 
9 

Agacy(H.  A.)-                20    Beaconsfield  (Earl  of  )      25 

Chesney  (Sir  G.)      -          3     Davenport  (A.) 

25 

Kmund)                    3     Beaufort   (Duke    of) 

Childe-Pemberton  (W.           Davidson  (A.  M.  C.) 

22 

Albemarle  (Earl  of)          13!                                  12,13,14 

S.)                           -          9    (W.L.)      - 

2O 

AlcocMC.  W.)                   15     Becker  (W.  A.)         -        22 

Chisholm  (G.  C  )      -        31     Davies  (J.  F.)   - 

22 

Allen  (Grant)    -                 30    Beesly  (A.  H.)  -        -          9 

Cholmondeley-Pennell            Dent  (C.  T.)      - 

H 

Allgood  (G.)      -                  3     Bell  (Mrs.  Hugh)      -        23 
Alverstone  (Lord)             15     Belmore  (Earl  of)    -          3 

(H.)         -        -        -         13     De  Salis  (Mrs.) 
Christie  (R.  C.)         -        38     De  Tocqueville  (A.)  - 

36 

4 

Angwin  (M.  C.)                 36    Bent  (J.  Theodore)  -        n 

Churchill  (  Winston  S.)  4,  25     Dent  (P.  O.)     - 

32 

Annandale  (N.)                 21     Besant  (Sir  Walter)-          3 

Cicero       -        -        -        22    Devas  (C.  S.)    - 

19,20 

Anstey  (F.)        -                25     Bickerdyke  (J.)          -14,15 
Aristophanes    -                 22     Blackburne  (J.  H.)   -        15 
Aristotle   -        -                 17    Bland  (Mrs.  Hubert)         24 

Clarke  (Rev.  R.  F.)  -        19    Dewey  (D.  R.)- 
Clodd  (Edward)        -  21,30    Dickinson  (W.  H.)  - 
Clutterbuck  (W.  J.)-        12  |  Dougall  (L.)      - 

20 
38 
25 

Arnold  (Sir  Edwin)     11,23     Blount  (Sir  E.)         -          9 

Cochrane  (A.)  -        -        23     Dowden  (E.)     - 

40 

(Dr.  T.)     -                  3    Boase  (Rev.  C.  W.)  -          5 

Cockerell  (C.  R.)      -        n  1  Doyle  (Sir  A.  Conan) 

25 

Ashby(H.)        -                 36    Boedder  (Rev.  B.)     -        19    Colenso  (R.  J-)          -        36    Du  Bois  (W.  E.  B.)- 

5 

Ashlev  (W.  T.)-             3,20    Bonnell  (H.  H.)        -        38    Collie  (J.N.<     -        -        12    Dunbar  (Aldis) 

25 

Atkinson  (J.  J.)                 21     Booth  (A.  J)    -        -        38     Colville  (Mrs.  A.)     -          9,  (Marv  F.)  - 
Avebury  (Lord)                  21     Bottome  (P.)     -        -        25     Conin^ton  (  John)     -        23     Elkind  (Louis)  - 

25 
5 

Ayre  (Rev.  J.)  -                  31     Bowen  (W.  E.)         -          9     Converse  (F.)    -        -        25     Ellis  (L  H.)       • 
Bacon        -         -             9.17     Rrassey  (Lady)          -         n     Conybearc  (Rev.  W.  J.)            (R.  L.) 

15 
17 

Bagehot  (W.)  -           20,38     Bright  (Rev.  J.  F.)  -          3        &  Howson  (Dean)         33    Erasmus  - 
Bagwell  (R.)     -                   3     Broadfoot  (Major  W.)      13    Coolidge  (W   A.  B.)         n     Evans  (Sir  John)      - 
Bailey  (H.  C.i  -                 25     Brooks  (H.  J.)  -        -        17    Corbett  (Julian  S.)   -          4    Falkiner  (C.  L.) 

3? 
4 

Baillie  (A.  F.)  -                   3     Brough  (I  )       -        -         17     Coutts  (W.)      -         -         22    Farrar  (F.  W.)  - 

26 

Bain  (Alexander)          9,  17    Brown  (A.  F.)  -        -        32    Cox  (Harding)           -        13    File  (W.)  - 

17 

Baker  (Sir  S.  W.)        11,12     Bruce  (R.  I.)     -        -          3    Crake  (Rev.  A.  D.)   -        32    Fitzwygram  (Sir  F.I 

38 

INDEX     OF     AUTHORS     AND      EDITORS— continued. 


Page 

Page 

Page 

Page 

Ford  (H.)  -        -        .        15 

Jameson  (Mrs.  Anna)        37 

Nesbit  (E.)        -        -        24 

Stephens  (H.  Morse)          8 

Fountain  (P.)   -        -        n 

Jefferies  (Richard)    -        38 

Nettleship  (R.  L.)    -        17 

Sternberg        (Count 

Fowler  (Edith  H.)    -        26 

Jekyll  (Gertrude)      -        38 

Newman  (Cardinal)  -        28 

Adalbert)   -        -         8 

Francis  (Francis)     -        15 
Francis  (M.  EJ         -        26 

Jerome  (Jerome  K.)  -        27 
lohnson  (J.  &  J.  H.)         39 

Nichols  (F.  M.)         -          9 
Oakesmith  (J.)  -        -        22 

Stevens  (R.  W.)        -        40 
Stevenson  (R.  L.)  25,28,33 

Freeman  (Edward  A.)     4,5 

Jones  (H.  Bence)      -        31 

Ogilvie  (R.)      -        -        22 

Storr  (F.)  -        -        -        17 

Fremantle  (T.  F.)     -        15 

Joyce  (P.  W.)   -      6,  27,  39 

Osbourne  (L.)  -        -        28 

Stuart-Wortley(A.J.)i4,i5 

Frost  (G.)-        -        -        38 

Justinian-        -        -        18 

Packard  (A.  S.)         -        21 

Stubbs  (J.  W.)-        -          8 

Froude  (James  A.)  4,9,11,26 

Kant  (I.)    -                -        18 

(W.)          -        -        33 

(W.)-        -        -          8 

Furneaux  (W.)          -        30 
Gardiner  (Samuel  R.)         4 

Kaye  (Sir  J.  W.)       -          6 
Keller  (A.  G.)   -        -        21 

Paget(SirJ.)   -        -        10 
Park(W.)          -        -        16 

Sturgis  (Julian)         -        20 
Stutrield  (H.  E.  M.)         12 

Gathorne-Hardy  (Hon. 

K3Hy(E.)-        -        -        18 

Parker  (B.)        -        -        40 

Suffolk  &  Berkshire 

A.  E.)         -        -  15,  16 

Kendall  (H.  C.)         -        24 

Payne-Gallwey(SirR.)i4,i6 

(Earlol)     -        -        14 

Geikie  (Rev.  Cunning- 

Kielmansegge (F.)    -          9 

Pears  (E.)         -        -          7 

Sullivan  (Sir  E.)       -        14 

ham)                               38 

Killick  (Rev.  A.  H.)  -        18 

Pearse  (H.  H.  S.)     -         6 

Sully  (James)    -        -        19 

Gibson  (C.  H.)-        -        17 

Kitchin  (Dr.  G.  W.)           5 

Peek  (Hedley)  -       -        14 

Sutherland  (A.  and  G.)        8 

Gilkes  (A.  H.)  -        -        38 

Knight  (E.  F.)  -        -  u,  12 

Pemberton    (W.    S. 

(Alex.)       -        -  19,  40 

Gleig  (Rev.  G.  R.)    -        10 

K6stlin(J.)        -        -          9 

Childe-)          -        -          9 

Suttner  (B.  von)       -        29 

Graham  (A.)     -        -          5 

Kristeller  (P.)  -        -        37 

Penrose  (H.  H.)       -        33 

Sverdrup  (Otto)                 12 

(P.  A.)       -        -15,16 

Ladd  (G.  T.)     -        -        18 

Phillipps-Wolley(C.)i2,28 

Swinburne  (A.  J.)     -        19 

(G.  F.)       -        -        20 

Lang  (Andrew)  6  ,13,  14,  16, 

Pierce  (A.  H.)  -       -        19 

Symes  (J.  E.)    -        -        20 

Granby  (Marquess  of)      15 

21,  22,  24,  27,  32,  39 

Pole(W.)-        -        -        16 

Tallentyre  (S.  G.)     -        10 

Grant  (Sir  A.)  -        -        17 

Lapsley  (G.  T.)         -          5 

Pollock  (W.  H.)  -        13,  40 

Taylor  (Col.  Meadows)      8 

Graves  (R.  P.)  -        -          9 

Laurie  (S.  S.)   -        -          6 

Poole(W.H.andMrs.)     36 

Theophrastus                    23 

(A.  F.)       -        -        23 

Lear  (H.  L.  Sidney)  -        36 

Poore  (G.  V.)    -        -        40 

Thomas  (J.  W.)        -        19 

Green  (T.  Hill)         -  17,  18 

Lecky  (W.  E.  H.)   6,  18,  24 

Portman  (L.)     -        -        28 

Thomas-Stanford  (C.)      16 

Greene  (E.  B.)-        -          5 

Lees  (J.  A.)       -        -        12 

Powell  (E.)       -        -          8 

Thompson  (N.  G.)   -        16 

Greville  (C.  C.  F.)    -          5 

Leslie  (T.  E.  Cliffe)  -        20 

Praeger  (S.  Rosamond)    33 

Thomson  (J.  A.)       -        10 

Grose  (T.  H.)   -        -        18 

Lieven  (Princess)     -         6 

Pritchett  (R.  T.)       -        14 

Thomson  (H.  C.)      -          8 

Gross  (C.)         -        -          5 

Lillie  (A.)-        -        -        16 

Proctor  (R.  A.)       16,  30,  35 

Thornhill  (W.  J.)      -        23 

Grove  (Lady)    -        -        n 

LmdleyU.)       -        -        31 

Raine  (Rev.  James)  -          5 

Thuillier  (H.  F.)       -        40 

(Mrs.  Lilly)       -        13 

Lodge  (H.  C.)  -        -          5 

Randolph  (C.  F.)      -          8 

Todd  (A.)                             8 

Gurnhill  (J.)     -        -        17 

Loftie  (Rev.  W.  J.)  -         5 

Rankin  (R.)       -        -    8,  25 

Toynbee(A.)     -        -        20 

Gwilt  (J.)  -        -        -        31 
Haggard  (H.  Rider) 

Longman  (C.  J.)       -  12,  16 
(F.  W.)      -        -        16 

Ransome  (Cyril)       -      3,  8 
Reid  (S.  J.)       -                 9 

Trevelyan  (Sir  G.  O.) 
7,  8,  9,  10 

11,26,  27,  38 

(G.  H.)      -        -13,15 

Rhoades  (J.)     -        -        23 

(G.  M.)      -                  8 

Halliwell-PhillippMJ.)     10 

(Mrs.  C.  J.)       -        37 

Rice  (S.  P.)       -        -        12 

(R.  C.)      -        -        25 

Hamilton  (Col.  H.  B.)        5  1  Lowell  (A.  L.)  -        -          6 

Rich  (A.)  -        -        -  23,  31 

Trollope  (Anthony)-        29 

Hamlin  (A.  D.  F.)    -        36  <  Lucian                                22 

Richmond  (Ennis)    -        19 

Turner  (hi.  G.)          -        40 

Harding  (S.  B.)         -          5  :  Lutoslawski  (W.)     -        18 

Rickaby  (Rev.  John)         19 

TyndalKJ.)        -        -9,12 

Hardwick  (A.  A.)      -        n    Lyall  (Edna)     -        -27,32 

(Rev.  Joseph)    -        19 

Tvrrell  (R.  Y.)  -        -  22,23 

Harmsworth  (A.  C.)    13,  14    Lynch  (G.)        -        -          6 

Riley(J.W.)     -        -        24 

Unwin(R.)       -        -        40 

Hart  (A.  B.)              -          5    (H.  F.  B.)-        -        12 

Roberts  (E.  P.)         -        33 

Upton(F.K.and  Bertha)    33 

Harte  (Bret)      -        -        27    Lytton  (Earl  of)       -        24 

Robertson  (W.  G.)  -        37 

Van  Dyke  (J.  C.)      -        37 

Harting(J.  E.)  -        -        15    Macaulay  (Lord)      7,10,24 
Hartwig  (G.)     -                30    Macdonald  (Dr.  G.)  -        24 

Robinson  (H.  C.)      -        21 
Roget  (Peter  M.)      -20,31 

Vanderpoel  (E.  N.)  -        37 
Vaughan(Capt.  A.  O.)      29 

Harvey-Brooks  (E.  C.)     38    Macfarren  (Sir  G.  A.)        37 

Romanes  (G.  J.)  10,  19,21,24 

Verney(F.P.  &M.M.)       10 

Hassall  (A.)       -        -          8    Mackail  (J.  W.)        -  10,  23 

(Mrs.  G.  J.)       -        10 

Virgil        ...        33 

Haweis  (H.  R.)         -    9,  36    Mackenzie  (C.  G.)    -        16 

Ronalds  (A.)     -        -        16 

Wagner  (R.)     -        -        25 

Head  (Mrs.)      -        -        37 

Mackinnon  (J.)         -          7 

Roosevelt  (T.)  -        -          5 

Wakeman  (H.  O.)     -          8 

Heathcote  (J.  M.)     -        14 

Macleod  (H.  D.)        -        20 

Ross  (Martin)  -        -        28 

Walford  (L.  B.)         -        29 

(C.G.)       -        -         14 

Macpherson(Rev.H.A.)  15 

Rossetti  (Maria  Fran- 

Wallas  (Mrs.  Graham)     32 

Helmholtz  (Hermann 

Madden  (D.  H.)        -        16 

cesca)                               40 

Walpole  (Sir  Spencer)  8,  10 

von)    -                         30    Magniisson  (E.)        -        28 

Rotheram  (M.  A.)    -        36 

(Horace)    -        -        10 

Henderson      (Lieut- 

Maher  (Rev.  M.)       -        19 

Rowe  (R.  P.  P.)        -        14 

Walrond  (Col.  H.)    -        12 

Col.  G.  F.  R.)  -          9 

Mallet  (B.)        -        -          7 

Russell  (Lady)-        -        10 

Walsingham(Lord)-         14 

Henry  (W.)       -        -        14    Malleson  (Col.  G.  B.)          6 

Sandars  (T.  C.)         -        18 

Ward(W.)        -        -        40 

Henty  (G.  A.)  -        -        32  ,  Marbot  (Baron  de)  -        10 

Sanders  (E.  K.)                    9 

(Mrs.  W.)          -        29 

Higgins  (Mrs.  N.)    -          9    Marchment  (A.  W.)         27 

Savage-Armstrong(G.F.)25 

Warner  (P.  F.)         -        16 

Hiley(R.  W.)  -                  9    Marshman  (J.  C.)     -          9 
Hill  (S.  C.)       -        -          5     Mason  (A.  E.  W.)    -        27 

Scott  (F.  J.)      -        -    8,  37 
Seebohm  (F.)    -        -    8,  10 

Watson  (A.  E.  T.)  12,  13,  14 
Weathers  (J.)   -        -        40 

Hillier  (G.  Lacy)      -        13    Maskelyne  (J.  N.)     -        16 

Selous  (F.  C.)   -        -        12 

Webb  (Mr.  and  Mrs. 

Hime  (H.  W.  L.)      -        22    Matthay  (Tobias)     -        37 

Senior  (W.)      -        -  11,15 

Sidney)       -        -    8,  20 

Hodgson  (Shadworth)  18,38    Matthews  (B.)          -        39    Seton-Karr  (Sir  H.)-    "     8 

(T.  K.)       -        -         19 

Hoenig(F.)      -        -        38    Maunder  (S.)    -        -        31  |  Sewell  (Elizabeth  M.)       28 

Weber  (A.)        -        -        19 

Hoffmann  (J  )  -        -        30 

Max  Miiller  (F.) 

Shadwell  (A.)    -        -        40 

Weir  (Capt.  R.)        -        14 

Hogan  (J.  F.)    -        -          9 
Holmes  (R.  R.)         -        10 

10,  18,  20,  21,  22,  27,  39 
May  (Sir  T.  Erskine)          7 

Shakespeare      -        -        25 
Shaw  (L.  H.  de  V.)  -        15 

Wellington  (Duchess  of)  37 
Weyman  (Stanley)  -        29 

Homer      -        -        -        22    Meade  (L.  T.)  -        -        32 

Shearman  (M.)          -  12,  13 

Whatelv(Archbishop)  17,19 

Hope  (Anthony)       -        27    Melville  (G.  J.  Whyte)      27 

Sheehan  (P.  A.)        -        28 

Whitelaw  (R.)  -                23 

Horace      •        -        -        22    Merivale  (Dean)       -          7 

Sheppard  (E.)  -        -          8 

Wilkins(G.)     -        -        23 

Houston  (D.  F.)       -          5    Mernman  'H.  S.)      -        27 

Sinclair  (A.)      -        -         14 

(W.  H.)     -        -        10 

Howard  (Lady  Mabel)     27    Mill  (John  Stuart)    -  18,  20  '  Skrine  (F.  H.)  -                  9 

Willard  (A.  R.)         -        37 

Howitt(W.)     -        -        ii    Millais  (J.  G.)  -        -16,30 

Smith  (C.  Fell)         -        10 

Willich(C.  M.)         -        31 

Hudson  (W.  H.)       -        30    Milner  (6.)        -        -        40 

(R.  Bosworth)  -          8 

Willoughbv  (W.)     -          S 

Huish(M.  B.)  -        -        37    Monck(W.  H.  S.)    -        19 

(T.  C)       -        -          5 

Willson  (B.)     -        -          8 

Hullah  (J.)                 -        37    Montague  (F.  C.)     -          7    (W.  P.  Haskett)        12 

Winston  (A.  S.)        -        40 

Hume  (David)  -        -        18    Moore  (T.)        -        -        31     Somerville  (E.)         -  16,  28 

Wood  (Rev.  J.  G.)    -        31 

—  (M.  A.  S.)         -          3    (Rev.  Edward)  -        17    Sophocles          -        -        23 

Wood-Martin  (W.  G.)     22 

Hunt  (Rev.  W.)        -          5    Moran  (T.  F.)  -        -          7    Soulsby  (Lucy  H.)    -        40 

Wotton  (H.)     -        -        37 

Hunter  (Sir  W.)      -          6    Morgan  (C.  Lloyd)  -        21     Southey  (R.)     -        -        40 
Hutchinson  (Horace  G.)         Morris  (W.)      -    22,23,24,    Spedding  (J.)     -        -9,17 

Wyatt  (A.  J.)    -        -        24 
Wylie(J.H.)    -        -          8 

'3.  I(5,  27,  38  !                            27,  28,  37,  40    Spender  (A.  E.)        -        12 

Yeats  (S.  Levett)     -        29 

Ingelow  (Jean)          -        23    Mulhall  (M.  G.)        -        20    Stanley  (Bishop)      -        31 
Ingram  (T.  D.)                   6    Myers  (F.  W.  H.)     -        19    Steel  (A.  G.)      -        -        13 

Yoxall  (J.  H.)  -       -       29 
Zeller  (E.)         -        -        19 

James  (W.)       -        -  18,  21     Nansen  (F.)      -        -        12    Stephen  (Leslie)       -        12 

MESSRS.  LONGMANS  &  CO.'S  STANDARD  AND  GENERAL  WORKS. 


History,  Polities,  Polity,  Political  Memoirs,  &c. 


Abbott. — A    HISTORY   OF    GREECE. 
By  EVELYN  ABBOTT,  M.A.,  LL.D. 
Part  I. — From   the    Earliest  Times  to  the 

Ionian  Revolt.     Crown  8vo.,  IDS.  6rf. 
Part   II. — From   the    Ionian   Revolt  to  the 

Thirty  Years'  Peace,  500-445  B.C.     Crown 

8vo.,  105.  6d. 
Part  III. — From  the   Peace  of  445  B.C.  to 

the  Fall  of  the  Thirty  at  Athens  in  403 

B.C.     Crown  8vo.,  IDS.  6d. 

Abbott. —  TOMMY  CORNSTALK  :  being 
Some  Account  of  the  Less  Notable 
Features  of  the  South  African  War  from 
the  Point  of  View  of  the  Australian  Ranks. 
By  J.  H.  M.  ABBOTT.  Crown  8vo.,  55.  net. 

Acland  and  Ransome. — A  HAND- 
BOOK IN  OUTLINE  OF  THE  POLITICAL  HIS- 
TORY OF  ENGLAND  TO  1896.  Chronologically 
Arranged.  By  the  Right  Hon.  A.'  H.  DYKE 
ACLAND,  and  CYRIL  RANSOME,  M.A.  Crown 
8vo.,  6s. 

Airy.  —  CHARLES  II.      By   OSMUND 

AIRY.  LL.D.,  MA.        With  Photogravure 
Portrait.     Crown  Svo. 

Allgood.  —  CHINA  WAR,  1860  : 
LETTERS  AND  JOURNALS.  By  Major- 
General  G.  ALLGOOD,  C.B.,  formerly  Lieut. 
G.  ALLGOOD,  ist  Division  China  Field 
Force.  With  Maps,  Plans,  and  Illustra- 
tions. Demy  4to.  125.  6d.  net. 

Annual  Register  (The).    A  Review 

of  Public  Events  at  Home  and  Abroad,  for 
the  year  1902.     8vo.,  i8s. 
Volumes  of  the  ANNUAL  REGISTER  for  the 
years  1863-1901  can  still  be  had.    i8s.  each. 

Arnold. — INTRODUCTORY  LECTURES 
o.\  MODERN  HISTORY.  By  THOMAS  AR- 
NOLD, D.D.,  formerly  Head  Master  of  Rugby 
School.  8vo.,  75.  6d. 

Ashley  (\V.  J.). 

ENGLISH  ECONOMIC  HISTORY  AND 
THEORY.  Crown  8vo.,  Part  I.,  55.  Part 
II.,  105.  6d. 

SURVEYS,  HISTORIC  AND  ECONOMIC. 
Crown  8vo.,  95.  net. 

Bagwell. — IRELAND  UNDER  THE 
TUDORS.  By  RICHARD  BAGWELL,  LL.D. 
(3  vols.)  Vols.  I.  and  II.  From  the  first 
invasion  of  the  Northmen  to  the  year  1578. 
8vo.,  325.  Vol.  III.  1578-1603.  8vo.,  185. 


Baillie.—  THE  ORIENTAL  CLUB,  AND 
HANOYER  SQUARE.  By  ALEXANDER  F. 
BAILLIE.  With  6  Photogravure  Portraits 
and  8  Full-page  Illustrations.  Crown  410., 
255.  net. 

Belmore. —  THE  HISTORY  OF  Tiro 
ULSTER  MANORS,  AND  OF  THEIR  O  \\-.\ERS. 
By  the  EARL  OF  BELMORE,  P.C.,  G.C.M.G. 
(H.M.L.,  County  Tyrone),  formerly  Gover- 
nor of  New  South  Wales.  Re-issue, 
Revised  and  Enlarged.  With  Portrait. 
8vo.,  55.  net. 

Besant. — THE  HISTORY  OF  LONDON. 
By  Sir  WALTER  BESANT.  With  74  Illus- 
trations. Crown  8vo.,  15.  gd.  Or  bound 
as  a  School  Prize  Book,  gilt  edges,  2s.  6d. 

Bright. — A   HISTORY  OF  ENGLAND. 
By  the  Rev.  J.  FRANCK  BRIGHT,  D.D. 
Period    I.     MEDIMVAL  MONARCHY:    A.D. 

449-1485.     Crown  8vo.,  45.  6d. 
Period  II.     PERSONAL  MONARCHY.     1485- 

1688.     Crown  8vo.,  55. 
Period  III.     CONSTITUTIONAL  MONARCHY- 

1689-1837.     Crown  8vo.,  js.  6d. 
Period  IV.     THE  GROWTH  OF  DEMOCRACY. 

1837-1880.     Crown  8vo.,  65. 
Period  V.     IMPERIAL  REACTION:  Victoria, 

1880-1901.     Crown  8vo.,  45.  6d. 

Bruce. — THE  FORWARD  POLICY  AND 

ITS  RESULTS;  or,  Thirty-five  Years'  Work 
amongst  the  Tribes  on  our  North- Western 
Frontier  of  India.  By  RICHARD  ISAAC 
BRUCE,  C.I.E.  With  28  Illustrations  and 
a  Map.  8vo.,  155.  net. 

Buckle. — HISTORY  OF  CIVILISATION 

IN  ENGLAND.    By  HENRY  THOMAS  BUCKLE. 

Cabinet  Edition.     3  vols.     Crown  8vo.,  245. 

'  Silver  Library  '  Edition.     3  vols.     Crown 

8vo.,  105.  6d. 

Burke. — A  HISTORY  OF  SPAIN, 
FROM  THE  EARLIEST  TIMES  TO  THE 
DEATH  OF  FERDINAND  THE  CATHOLIC. 
By  ULICK  RALPH  BURKE,  M.A.  Edited 
by  MARTIN  A.  S.  HUME.  With  6  Maps. 
2  vols.  Crown  8vo.,  165.  net. 

Casserly.  —  THE    LAND    OF    7 HE 

BOXERS;  or,  China  under  the  Allies.  By 
Captain  GORDON  CASSERLY.  With  15 
Illustrations  and  a  Plan.  8vo.,  105.  6d.  net. 

Chesney. — INDIAN  POLITY:  a  View  of 
the  System  of  Administration  in  India.  By 
General  Sir  GEORGE  CHESNEY,  K.C.B. 
With  Map  showing  all  the  Administrative 
Divisions  of  British  India.  8vo.,  215. 


MESSRS.  LONGMANS  &  CO.'S  STANDARD  AND  GENERAL  WORKS. 


History,  Polities,  Polity,  Political  Memoirs,  fa.— continued. 


Churchill  (WINSTON  SPENCER,  M.P.). 

THE  RIVER  WAR  :  an  Historical 
Account  of  the  Reconquest  of  the  Soudan. 
Edited  by  Colonel  F.  RHODES,  D.S.O. 
With  Photogravure  Portrait  of  Viscount 
Kitchener  of  Khartoum,  and  22  Maps  and 
Plans.  8vo.,  IDS.  6d.  net. 

THE    STORY  OF    THE     MALAKAND 
FIELD  FORCE,  1897.     With  6  Maps  and 
Plans.     Crown  8vo.,  35.  6d. 
LONDON   TO   LADYSMITH   VIA  PRE- 
TORIA.    Crown  8vo.,  6s. 

IAN  HAMILTON'S  MARCH.  With 
Portrait  of  Major-General  Sir  Ian 
Hamilton,  and  10  Maps  and  Plans. 
Crown  8vo.,  6s. 

Corbett  (JULIAN  S.). 
DRAKE  AND  THE  TUDOR  NAVY, 
with  a  History  of  the  Rise  of  England 
as  a  Maritime  Power.  With  Portraits, 
Illustrations  and  Maps.  2  vols.  Crown 
8vo.,  i6s. 

THE  SUCCESSORS  OF  DRAKE.  With 
4  Portraits  (2  Photogravures)  and  12 
Maps  and  Plans.  8vo.,  2is. 

ENGLAND  IN  THE  MEDITERRANEAN  : 
a  Study  of  the  Rise  and  Influence  of 
British  Power  within  the  Straits,  1603- 
1713.  2  vols.  8vo.,  245.  net. 

Creighton    (M.,    D.D.,    Late    Lord 

Bishop  of  London). 

A  HISTORY  OF  THE  PAPACY  FROM 
THE  GREAT  SCHISM  TO  THE  SACK  OF 
ROME,  1378-1527.  6  vols.  Cr.  8vo., 
55.  net  each. 

QUEEN  ELIZABETH.  With  Portrait. 
Crown  8vo.,  55.  net. 

HISTORICAL  ESSAYS  AND  REVIEWS. 
Edited  by  LOUISE  CREIGHTON.  Crown 
8vo.,  55.  net. 

HISTORICAL  LECTURES  AND  AD- 
DRESSES. Edited  by  LOUISE  CREIGHTON. 
Crown  8vo.,  55.  net. 

Dale. —  THE  PRINCIPLES  OF  ENGLISH 
CONSTITUTIONAL  HISTORY.  By  LUCY 
DALE,  late  Scholar  of  Somerville  College, 
Oxford.  Crown  8vo. ,  6s. 

De  Tocqueville. — DEMOCRACY  IN 
AMERICA.  By  ALEXIS  DE  TOCQUEVILLE. 
Translated  by  HENRY  REEVE,  C.B.,  D.C.L. 
2  vols.  Crown  8vo.,  i6s. 

Falkiner. — STUDIES  IN  IRISH  HIS- 
TORY AND  BIOGRAPHY,  Mainly  of  the 
Eighteenth  Century.  By  C.  LITTON 
FALKINER.  8vo.,  125.  6d.  net. 


Freeman. —  THE    HISTORICAL    GEO- 
GRAPHY  OF   EUROPE.      By    EDWARD    A. 
FREEMAN,  D.C.L.,  LL.D.     Third  Edition. 
Edited  by  J   B.  BURY,  M.A.,  D.Litt.,  LL.D., 
Regius  Professor  of  Modern  History  in  the 
University  of  Cambridge.     8vo.,  i2s.  6d. 
ATLAS  to  the  above.     With  65  Maps  in 
colour.     8vo.,  6s.  6d. 

Froude  GAMES  A.). 

THE  HISTORY  OF  ENGLAND,  from  the 
Fall  of  Wolsey  to  the  Defeat  of  the 
Spanish  Armada.  12  vols.  Crown  8vo., 
3s.  6d.  each. 

THE  DIVORCE  OF  CATHERINE  OF 
ARAGON.  Crown  8vo.,  3s.  6d. 

THE  SPANISH  STORY  OF  THE  AR- 
MADA, and  other  Essays.  Cr.  8vo.,  35.  6d. 

THE  ENGLISH  IN  IRELAND  IN  THE 
EIGHTEENTH  CENTURY.  3  vols.   Cr.  8vo., 
i os.  6d. 

ENGLISH  SEAMEN  IN  THE  SIXTEENTH 
CENTURY. 

Cabinet  Edition.     Crown  8vo.,  6s. 
Illustrated    Edition.       With    5     Photo- 
gravure Plates   and  16   other    Illustra- 
tions.    Large  Cr.  8vo.,  gilt  top,  6s.  net. 
'  Silver  Library  '  Edition.   Cr.  8vo.,  35.  6d. 

THE  COUNCIL  OF  TRENT.  Crown 
8vo.,  35.  6d. 

SHOR  T  STUDIES  ONGREA  T  SUBJECTS. 
Cabinet  Edition.     4  vols.     245. 
'  Silver  Library  '  Edition.    4  vols.    Crown 
8vo.,  3s.  6d.  each. 

C/ESAR  :  a  Sketch.     Cr.  8vo,  35.  6d. 

SELECTIONS  FROM  THE  WRITINGS  OF 
JAMES  ANTHONY  FROUDE.  Edited  by 
P.  S.  ALLEN,  M.A.  Crown  8vo.,  3s.  6d. 

Gardiner  (SAMUEL  RAWSON,  D.C.L., 
LL.D.). 

HISTORY  OF  ENGLAND,  from  the  Ac- 
cession of  James  I.  to  the  Outbreak  of  the 
Civil  War,  1603-1642.  With  7  Maps. 
10  vols.  Crown  8vo.,  55.  net  each. 

A  HISTORY  OF  THE  GREAT  CIVIL 
WAR,  1642-1649.  With  54  Maps  and 
Plans.  4  vols.  Cr.  8vo.,  55.  net  each. 

A  HISTORY  OF  THE  COMMONWEALTH 
AND  THE  PROTECTORATE.  1649-1656. 
4  vols.  Crown  8vo.,  55.  net  each. 
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Gardiner  (SAMUEL  RAWSON,  D.C.L., 

LL.D.) — continued. 

THE  STUDENT'S  HISTORY  OF  ENG- 
LAND.    With  378   Illustrations.      Crown 
8vo.,  gilt  top,   125. 
Also  in  Three  Volumes,  price  45.  each. 

WHAT  GUNPOWDER  PLOT  WAS. 
With  8  Illustrations.  Crown  8vo.,  55. 

CROMWELL'S  PLACE  IN  HISTORY. 
Founded  on  Six  Lectures  delivered  in  the 
University  of  Oxtord.  Cr.  8vo.,  35.  6d. 

OLIVER  CROMWELL.  With  Frontis- 
piece. Crown  8vo.,  55.  net. 

German  Emperor's  (The) 
Speeches  :  being  a  Selection  from 
the  Speeches,  Edicts,  Letters  and  Telegrams 
of  the  Emperor  William  II.  Translated  by 
Louis  ELKIND,  M.D.  8vo.,  125.  6d.  net. 

German  Empire  (The)  of  To-day : 

Outlines  ot  its  Formation  and  Development. 
By  '  VERITAS'.  Crown  8vo.,  6s.  net. 

Graham. — ROMAN  AFRICA  :  an  Out- 
line oi  ihe  History  of  the  Roman  Occupa- 
tion   of  North    Africa,   based   chiefly  upon 
Inscriptions   and    Monumental   Remains  in  j 
that    Country.      By  ALEXANDER  GRAHAM,  | 
F.S.A.,  F.R.i.B.A.     With  30  reproductions 
of   Original    Drawings  by  the  Author,  and 
2  Maps.      8vo.,   i6s.  net. 

Greville. — A  JOURNAL  OF  THE  REIGNS 
OF  KING  GEORGE  IV.,  KING  WILLIA-*  IV., 
AND  QUEEX  VICTORIA.  By  CHARLES  C.  F. 
GREVILLE,  formerly  Clerk  of  the  Council. 
8  vols.  Crown  8vo.,  35.  6d.  each. 

Gross. — THE  SOURCES  AND  LITERA- 
TURE OF  E  \GLISH  HISTORY,  FROM  THE 
EARLIESJ  TIMES  TO  ABOUT  1485.  By 
CHARLES  GROSS,  Ph.D.  8vo.,  185.  net. 

Hamilton. — HISTORICAL  RECORD  OF 

THE  14  77/  (K/.YG'S)  HUSSARS,  from  A.D.  1715 

to  A.D.  1900.  By  Colonel  HENRY  BLACK- 
BURNE  HAMILTON,  M.A.,  Christ  Church, 
Oxford ;  late  Commanding  the  Regiment. 
With  15  Coloured  Plates,  35  Portraits,  etc., 
in  Photogravure,  and  10  Maps  and  Plans. 
Crown  410.,  gilt  edges,  425.  net. 

Hart.  —  ACTUAL    GOVERNMENT,    AS 

APPLIED     UNDER    AMERICAN    CONDITIONS. 
\LBERT   BUSHNELL    HART,   LL.D.,   Pro- 

fessor  of  History  in  Harvard  University. 
With  17  Maps  and  Dijjtrrarrs,  Crown  8vo., 
75.  6d.  net. 


HARVARD  HISTORICAL  STUDIES. 

THE  SUPPRESSION  OF  THE  AFRICAN 
SLAVE  TRADE  TO  THE  UNITED  STATES  OF 
AMERICA,  1638-1870.  By  W.  E.  B.  Du 
Bois,  Ph.D.  8vo.,  75.  6d. 

THE  CONTEST  OVER  THE  RATIFICATON 
OF  THE  FEDERAL  CONSTITUTION  IN  MASSA- 
CHUSETTS. By  S.  B.  HARDING. A.M.  8vo.,6s. 

A  CRITICAL  STUDY  OF  NULLIFICATION 
IN  SOUTH  CAROLINA.  By  D.  F.  HOUSTON, 
A.M.  8vo.,  65. 

NOMINATIONS  FOR  ELECTIVE  OFFICE 
•IN  THE  UNITED  STATES.  By  FREDERICK 
W.  DALLINGER,  A.M.  8vo.,  75.  6rf. 

A  BIBLIOGRAPHY  OF  BRITISH  MUNI- 
CIPAL HISTORY,  INCLUDING  GILDS  AND 
PARLIAMENTARY  REPRESENTATION.  By 
CHARLES  GROSS,  Ph.D.  8vo.,  125. 

THE  LIBERTY  AND  FREE  SO/L  PARTIES 
IN  THE  NORTH  WEST.  By  THEODORE  C, 
SMITH,  Ph.D.  8vo,  75.  6d. 

THE  PROVINCIAL  GOVERNOR  IN  THE 
ENGLISH  COLONIES  OF  NORTH  AMERICA, 
By  EVARTS  BOUTELL  GREENE.  Svo.,  75.  6rf. 

THE  COUNTY  PALATINE  OF  DURHAM: 
a  Study  in  Constitutional  History.  By  GAIL- 
LARD  THOMAS  LAPSLEY,  Ph.D.  8vo.,  IDS.  6rf. 

THE  ANGLICAN  EPISCOPATE  AND  THE 
AMERICAN  COLONIES.  By  ARTHUR  LVON 
CROSS,  Ph.D.,  Instructor  in  History  in  the 
University  of  Michigan.  8vo.,  105.  6rf, 


Hill. — THREE  FRENCHMEN  IN  BEN- 
GAL; or,  The  Commercial  Ruin  of  the 
French  Settlements  in  1757.  By  S.  C. 
HILL,  B.A.,  B.Sc.,  Officer  in  charge  of  the 
Records  of  the  Government  of  India.  With 
4  Maps.  8vo.,  75.  6d.  net. 

Historic  Towns.— Edited  by  E.  A. 
FREEMAN,  D.C.L.,and  Rev. WILLIAM  HUNT, 
M.A.  With  Maps  and  Plans.  Crown  8vo  , 
35.  6d.  each. 


Bristol.   By  Rev.  W.  Hunt. 

Carlisle.  By  Mandell 
Creighton,  D.D. 

Cinque  Ports.  By  Mon- 
tagu Burrows. 

Colchester.  ByRev.H.L. 
Cutts. 

Exeter.    By  E.  A.  Freeman 

London.  By  Rev.  \V.  J. 
Loftie. 


By   Rev.  C.  W. 


Oxford. 
Boase. 

Winchester.       By   G.    W 
Kitchin,  D.D. 

York.       By     Rev.     James 
Raine. 

New  York.     By  Theodore 
Roosevelt. 

Boston  (U.S.)     By  Henry 
Cabot  Lodge 
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Lecky (WILLIAM  EDWARD  HARTPOLE) 
HISTORY  OF  ENGLAND  IN  THE  EIGH- 


Hunter  (Sir  WILLIAM  WILSON). 

A  HISTORY  OF  BRITISH  INDIA. 
Vol.  I.— Introductory  to  the  Overthrow 
of  the  English  in  the  Spice  Archipelago, 
1623.  With  4  Maps.  8vo.,  185.  Vol. 
II. — To  the  Union  of  the  Old  and  New 
Companies  under  the  Earl  of  Godolphin's 
Award,  1708.  8vo.,  165. 

THE  INDIA  OF  THE  QUEEN,  and 
other  Essays.  Edited  by  Lady  HUNTER. 
With  an  Introduction  by  FRANCIS  HENRY 
SKRINE,  Indian  Civil  Service  (Retired). 
8vo.,  gs.  net. 

Ingram. — A  CRITICAL  EXAMINA- 
TION OF  IRISH  HISTORY.  From  the  Eliza- 
bethan Conquest  to  the  Legislative  Union 
of  1800.  By  T.  DUNBAR  INGRAM,  LL.D. 
2  vols.  8vo.,  245. 

Joyce  (P.  W.) 

A  SHORT  HISTORY  OF  IRELAND, 
from  the  Earliest  Times  to  1603.  Crown 
8vo.,  105.  6d. 

A  SOCIAL  HISTORY  OF  ANCIENT 
IRELAND:  Treating  of  the  Government, 
Military  System  and  Law ;  Religion, 
Learning  and  Art ;  Trades,  Industries 
and  Commerce ;  Manners,  Customs  and 
Domestic  Life  of  the  Ancient  Irish  People. 
With  361  Illustrations.  2  vols.  8vo., 
215.  net. 

Kaye  and  Malleson.—  HISTORY  OF 
THE  INDIAN  MUTINY,  1857-1858.  By  Sir 
JOHN  W.  KAYE  and  Colonel  G.  B.  MALLE- 
SON. With  Analytical  Index  and  Maps  and 
Plans.  6  vols.  Crown  8vo.,  35.  6d.  each. 

Lang  (ANDREW). 

THE  MYSTERY  OF  MARY  STUART. 
With  Photogravure  Plate  and  15  other 
Illustrations.  Crown  8vo.,  65.  6d.  net. 

JAMES  THE  SIXTH  AND  THE  GOWRIE 
MYSTERY.  With  Gowrie's  Coat  of  Arms 
in  colour,  2  Photogravure  Portraits  and 
other  Illustrations.  8vo.,  125.  6d.  net. 

PRINCE  CHARLES  EDWARD  STUART, 
THE  YOUNG  CHEVALIER.  With  Photo- 
gravure Frontispiece.  Cr.  8vo.,  75.  6d.  net. 

THE  VALETS  TRAGEDY,  AND  OTHER 
STUDIES  i.\  SECRET  HISTORY.  With 
3  Illustrations.  8vo.,  125.  6d.  net. 

Laurie. — HISTORICAL  SURVEY  OF 
PRE-CHRISTIAN  EDUCATION.  By  S.  S. 
I.M-KIK,  A.M.,  LL.D.  Crown  8vo.,  75.  6d. 


TEENTH  CEA  TURY. 

Library  Edition.  8  vols.  8vo.  Vols.  I. 
and  II.,  1700-1760,  365.  ;  Vols.  III.  and 
IV.,  1760-1784,  365.  ;  Vols.  V.  and  VI., 
1784-1793,  365.  ;  Vols.  VII.  and  VIII., 
.1793-1800,  365. 

Cabinet  Edition.  ENGLAND.  7  vols.  Crown 
8vo.,  55.  net  each.  IRELAND.  5  vols. 
Crown  8vo.,  55.  net  each. 

LEADERS  OF  PUBLIC  OPINION  IN 
IRELAND  :  FLOOD—  G  RATTAN—  O'  CON- 
NELL.  2  vols.  8vo.,  255.  net. 

HISTORY  OF  EUROPEAN  MORALS 
FROM  AUGUSTUS  TO  CHARLEMAGNE.  2 
vols.  Crown  8vo.,  105.  net. 

A  SURVEY  OF  ENGLISH  ETHICS: 
Being  the  First  Chapter  of  the  '  History 
of  European  Morals  '.  Edited,  with 
Introduction  and  Notes,  by  W.  A.  HIRST. 
Crown  8vo.,  35.  6d. 


OF  THE  RISE  AND  INFLU- 
ENCE OF  THE  SPIRIT  OF  NATIONALISM  IN 
EUROPE.  2  vols.  Crown  8vo.,  105.  net. 

DEMOCRACY  AND  LIBERTY. 

Library  Edition.     2  vols.     8vo.,  365. 
Cabinet  Edition.  2  vols.  Cr.  8vo.,  105.  net. 

Lieven.  —  LETTERS  OF  DOROTHEA, 
PRINCESS  LIEVEN,  DURING  HER  RESIDENCE 
IN  LONDON,  1812-1834.  Edited  by  LIONEL 
G.  ROBINSON.  With  2  Photogravure  Por- 
traits. 8vo.,  145.  net. 

Lowell.  —  GOVERNMENTS  AND  PAR- 
TIES IN  CONTINENTAL  EUROPE.  By  A. 
LAWRENCE  LOWELL.  2  vols.  8vo.,  215. 

Lumsden's  Horse,  Records  of.— 

Edited  by  H.  H.  S.  PEARSE.  With  a  Map, 
and  numerous  Portraits  and  Illustrations  in 
the  Text.  410.,  215.  net. 

Lynch.—  THE   WAR  OF  THE  Civi  LI- 

SA TIONS  :  BEING  A  RECORD  OF  '  A  FOREIGN 

DEVIL'S'  EXPERIENCES  WITH  THE  ALLIES 
IN  CHINA.  By  GEORGE  LYNCH,  Special 
Correspondent  of  the  '  Sphere,'  etc.  With 
Portrait  and  21  Illustrations.  Crown  8vo., 
65.  net, 
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Macaulay  (Lord). 
THE  LIFE   AND    WORKS  OF  LORD 

MACAULAY, 

'Edinburgh'  Edition.  lovols.  8vo.,6s.each. 
Vols.  I. -IV.    HISTORY  OF  ENGLAND. 
Vols.    V.-VII.      ESSAYS,    BIOGRAPHIES, 

INDIAN  PENAL  CODE,  CONTRIBUTIONS 

TO  K EIGHT'S  ^QUARTERLY  MAGAZINE'. 
Vol.  VIII.   SPEECHES,  LAYS  OF  ANCIENT 

ROME,  MISCELLANEOUS  POEMS. 
Vols.    IX.    and    X.      THE    LIFE    AND 

LETTERS  OF  LORD  MACAULAY.    By 

Sir   G.  O.  TREVELYAN,  Bart, 
POPULAR  EDITION. 
ESSAYS  iriTH  LAYS  OF  AXCIENT  ROME, 

ETC.     Crown  8vo.,  25.  6d. 
HISTORY  OF  ENGLAND,    avols.     Crown 

8vo.,  55. 
WRITINGS  AND  SPEECHES.     Crown  8vo., 

25.  6d. 

THE    LIFE    AND    LETTERS    OF   LORD 
•  CLAY.    By  Sir  G.  O.  TREVELYAN, 
Bart.     Crown  8vo.,  25.  6d. 

THE  WORKS. 
1  Albany'  Edition.       With  12  Portraits. 

12  vols.  Large  Crown  8vo.,  35.  6d.  each. 
Vols.  I. -VI.  HISTORY  OF  ENGLAND, 

FROM  THE  ACCESSION  OF  JAMES  THE 

SECOND. 

Vols.  VII. -X.  ESSAYS  AND  BIOGRAPHIES. 
Vols.    XI. -XII.      SPEECHES,    LAYS    OF 

ANCIENT  ROME,  ETC.,  AND  INDEX. 

Cabinet  Edition.       16  vols.      Post  8vo., 

£4  165. 

HISTORY   OP    ENGLAND   FROM  THE 
ACCESSION  OF  JAMES  THE  SECOND. 
Popular  Edition.     2  vols.    Cr.  8vo.,  55. 
Student's  Edition.   2  vols.  Cr.  8vo.,  125. 
People's  Edition.    4  vols.    Cr.  8vo.,  165. 
'  Albany'  Edition.     With  6  Portraits.     6 

vols.  Large  Crown  8vo.,  35.  6d.  each. 
Cabinet  Edition.  8  vols.  Post  8vo.,  485. 
' Edinburgh'  Edition.  4  vols.  8vo.,  65. 

each. 

Library  Edition.     5  vols.     8vo.,  £4. 
CRITICAL  AND  HISTORICAL  ESSAYS, 
WITH  LAYS  OF  ANCIENT  ROME,  etc.,  in  i 
volume. 

Popular  Edition.     Crown  8vo.,  25.  6d. 
'  Silver  Library  '  Edition.    With  Portrait 

and  4  Illustrations  to  the  '  Lays  '.     Cr. 

8vo.,  35.  6d. 

CRITICAL  AND  HISTORICAL  ESSAYS. 

Student's  Edition,    i  vol.    Cr.  8vo.,  65. 
4  Trevelyan  '  Edition.   2  vols.    Cr.  8vo.,  95. 
Cabinet  Edition.   4  vols.  Post  8vo.,  245. 
'  Edinburgh  '  Edition.     3  vols.     8vo.,  65. 

each. 
Library  Edition.     3  vols.     8vo.,  365. 


Ess  A  ys,  which  may  be  had  separately, 
sewed,  6d.  each  ;  cloth,  15.  each. 


Addison  and  Walpole. 


Frederick  the  Great. 


Croker's  Boswell's  Johnson.  |  Ranke  and  Gladstone. 
Hallam's        Constitutional    Lord  Bacon. 


History. 
Warren  Hastings. 
The  Earl  of  Chatham  (Two 

Essays). 


Lord  Clive. 

Lord     Byron,     and     The 

Comic     Dramatists    of 

the   Restoration. 


MISCELLANEOUS        WRITINGS, 
SPEECHES  AND  POEMS. 
Popular  Edition.     Crown  8vo.,  2s.  6d. 
Cabinet  Edition.    4  vole.     Post  8vo.,  245. 

SELECTIONS  FROM  THE  WRITINGS  OF 
LORD  MACAULAY.  Edited,  with  Occa- 
sional Notes,  by  the  Right  Hon.  Sir  G.  O. 
TREVELYAN,  Bart.  Crown  8vo.,  65. 

Mackinnon  (]AMES,  Ph.D.). 

THE  HISTORY  OF  EDWARD  THE 
THIRD.  8vo.,  185. 

THE  GROWTH  AND  DECLINE  OF  THE 
FRENCH  MONARCHY.  8vo.,  215.  net. 

Mallet. — MALLET  DU  PAN  AND  THE 
FRENCH  REVOLUTION.  By  BERNARD 
MALLET.  With  Photogravure  Portrait. 
8vo.,  125.  6d.  net. 

May. — THE  CONSTITUTIONAL  HIS- 
TORY OF  ENGLAND  since  the  Accession 
of  George  III.  1760-1870.  By  Sir  THOMAS 
ERSKINE  MAY,  K.C.B.  (Lord  Farnborough). 
3  vols.  Cr.  8vo.,  185. 

Merivale  (CHARLES,  D.D.). 

HISTORY  OF  THE  ROMANS  UNDER  THE 
EMPIRE.  8  vols.  Crown  8vo.,  35.  6d.  each. 

THE  FALL  OF  THE  ROMAN  REPUBLIC: 
a  Short  History  of  the  Last  Century  of  the 
Commonwealth.  i2mo.,  75.  6d. 

GENERAL  His  TOR  v  OF  ROME,  from 
the  Foundation  of  the  City  to  the  Fall  of 
Augustulus,  B.C.  753-A.n.  476.  With  5 
Maps.  Crown  8vo.,  75.  6d. 

Montague.  -  -  THE  ELEMENTS  OF 
ENGLISH  CONSTITUTIONAL  HISTORY.  By 
F.  C.  MONTAGUE,  M.A.  Crown  8vo.,  35.  6d. 

Moran. — THE  THEORY  AND  PRAC- 
TICE OF  THE  ENGLISH  GOVERNMENT.  By 
THOMAS  FRANCIS  MORAN,  Ph.D.,  Professor 
of  History  and  Economics  in  Purdue  Uni- 
versity, U.S.  Crown  8vo.,  55.  net. 

Pears. —  THE  DESTRUCTION  OF  THE 
GREEK  EMPIRE  AND  THE  STORY  OF  THE 
CAPTURE  OF  CONSTANTINOPLE  BY  THE 
TURKS.  By  EDWIN  PEARS,  LL.B.  With 
3  Maps  and  4  Illustrations.  8vo.,  185.  net. 
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Powell     and     Trevelyan.  —  THE 

PEASANTS'  RISING  AND  THE  LOLLARDS: 
a  Collection  of  Unpublished  Documents. 
Edited  by  EDGAR  POWELL  and  G.  M. 
TREVELYAN.  8vo.,  6s.  net. 

Randolph.— THE  LAW  AND  POLICY 
OF  ANNEXATION,  with  Special  Reference  to 
the  Philippines  ;  together  with  Observations 
on  the  Status  of  Cuba.  By  CARMAN  F. 
RANDOLPH.  8vo.,  gs.  net. 

Rankin  (REGINALD). 
THE  MARQUIS  D'ARGENSON;    AND 
RICHARD  THE  SECOND.   8vo.,  105.  6d.  net. 
A    SUBALTERN'S   LETTERS   TO  His 
WIFE.     (The  Boer  War.)      Crown  8vo., 
35.  6d. 

Ransome. — THE  RISE  OF  CONSTI- 
TUTIONAL GOVERNMENT  IN  ENGLAND. 
By  CYRIL  RANSOME,  M.A.  Crown  8vo.,  6s. 

Scott. — PORTRAITURES  OF  JULIUS 
CAESAR:  a  Monograph.  By  FRANK  JESUP 
SCOTT.  With  38  Plate  and  49  Figures  in 
the  Text.  Imperial  8vo.,  2is.  net. 

Seebohm  (FREDERIC,  LL.D.,  F.S.A.). 

THE  ENGLISH  VILLAGE  COMMUNITY. 

With  13  Maps  and  Plates.     8vo.,  165. 
TRIBAL   CUSTOM  IN  ANGLO-SAXON 

LAW :  being  an   Essay  supplemental  to 

(1)  '  The  English   Village   Community,' 

(2)  'The    Tribal    System     in    Wales'. 
8vo.,  i6s. 

Seton-Karr. — THE  CALL  TO  ARMS, 

1900-1901 ;  or  a  Review  of  the  Imperial 
Yeomanry  Movement,  and  some  subjects 
connected  therewith.  By  Sir  HENRY  SETON- 
KARR,  M.P.  With  a  Frontispiece  by  R. 
CATON-WOODVILLE.  Crown  8vo.,  55.  net. 

Sheppard.  —  THE  OLD  ROYAL 
PALACE  OF  WHITEHALL.  By  EDGAR 
SHEPPARD,  D.D.,  Sub-Dean  of  H.M. 
Chapels  Royal,  Sub-Almoner  to  the  King. 
With  6  Photogravure  Plates  and  33  other 
Illustrations.  Medium  8vo.,  2is.  net. 

Smith. — CARTHAGE  AND  THE  CARTH- 
AGINIANS. By  R.  BOSWORTH  SMITH,  M.A. 
With  Maps,  Plans,  etc.  Cr.  8vo.,  35.  6d. 

Stephens.  —  A  HISTORY  OF  THE 
FRENCH  REVOLUTION.  By  H.  MORSE 
STEPHENS.  8vo.  Vols.  I.  and  II.  i8s.  each. 

Sternberg.  —  MY  EXPERIENCES  OF 
THE  BOER  WAR.  By  ADALBERT  COUNT 
STERNBERG.  With  Preface  by  Lieut.-Col. 
G.  F.  R.  HENDERSON.  Crown  8vo.,  55.  net. 

Stubbs.  -  HISTORY  OF  THE  UNIVER- 
SITY OF  DUBLIN.  By  J.  W.  STUBBS.  8vo., 
I2S.  6d. 


Stubbs.  —  HISTORICAL  INTRODUC- 
TIONS TO  THE  '  ROLLS  SERIES'.  By 
WILLIAM  STUBBS,  D.D.,  formerly  Bishop 
of  Oxford.  8vo.,  125.  6d.  net. 

Sutherland.—  THE  HISTORY  OF  AUS- 
TRALIA AND  NEW  ZEALAND,  from  1606- 
1900.  By  ALEXANDER  SUTHERLAND,  M.A. 
and  GEORGE  SUTHERLAND,  M.A.  Crown 
8vo.,  2s.  6d. 

Taylor.— A  STUDENT'S  MANUAL  OF 
THE  HISTORY  OF  INDIA.  By  Colonel  MEA- 
DOWS TAYLOR,  C.S.I.  Cr.  8vo.,  js.  6d. 

Thomson. — CHINA  AND  THE  POWERS  : 
a  Narrative  of  the  Outbreak  of  1900.  By 
H.  C.  THOMSON.  With  2  Maps  and  29 
Illustrations.  8vo.,  105.  6d.  net. 

Todd. — PARLIAMENTARY  GOVERN- 
MENT IN  THE  BRITISH  COLONIES.  By 
ALPHEUS  TODD,  LL.D.  8vo.,  305.  net. 

Trevelyan. —  THE  AMERICAN  REVO- 
LUTION. By  Sir  G.  O.  TREVELYAN,  Bart. 
Part  I.,  8vo.,  135.  6d.  net.  Part  II.,  2  vols. 
8vo.,  215.  net. 

Trevelyan. — ENGLAND  IN  THE  AGE 
OF  WYCLIFFE.  By  GEORGE  MACAULAY 
TREVELYAN.  8vo.,  155. 

Wakeman  and  Hassall. — ESSAYS 

INTRODUCTORY  TO  THE  STUDY  OF  ENGLISH 
CONSTITUTIONAL  HISTORY.  Edited  by 
HENRY  OFFLEY  WAKEMAN,  M.A.,  and 
ARTHUR  HASSALL,  M.A.  Crown  8vo.,  6s. 

Walpole  (Sir  SPENCER,  K.C.B.). 

H is TORY  OF  ENGLAND  FROM   THE 

CONCLUSION  OF  THE  GREAT  WAR  IN  1815 

TO  1858.     6  vols.     Crown  8vo.,  6s.  each. 

THE    HISTORY    OF     TWENTY-FIVE 

YEARS    (1856-1881).      Vols.   I.    and    II. 

8vo.  [In  the  Press. 

Willoughby. — POLITICAL   THEORIES 
OF  THE  ANCIENT  WORLD.      By  WESTEL 
W.  WILLOUGHBY,  Ph.D.       Cr.  8vo.,  65.  net. 

Willson. — LEDGER  AND  SWORD;  or, 
The  Honourable  Company  of  Merchants  of 
England  Trading  to  the  East  Indies  (1599- 
1874).  By  BECKLES  WILLSON.  With 
numerous  Portraits  and  Illustrations.  2 
vols.  8vo.,  2  is.  net. 

Wylie  (JAMES  HAMILTON,  M.A.). 
HISTORY  OF  ENGLAND  UNDER 
HENRY  IV.  4  vols.  Crown  8vo.  Vol. 
I.,  1399-1404,  105.  6d.  Vol.  II.,  1405- 
1406,  155.  (out  of  print).  Vol.  III.,  1407- 
1411.  155.  Vol.  IV.,  1411-1413,  2is. 

THE  COUNCIL  OF  CONSTANCE  TO  THE 
DEA  TH  OF  JOHN  Hus.    Cr.  8vo.,  6s.  net. 


MESSRS.  LONGMANS  &  CO.'S  STANDARD  AND  GENERAL  WORKS. 


Biography,    Personal    Memoirs,   &e. 


Bacon. —  THE  LETTERS  AND  LIFE  OF 
FRANCIS  BACON,  INCLUDING  ALL  HIS  OC- 
CASIONAL WORKS.  Edited  by  JAMES  SPED- 
DING.  7  vols.  8vo.,  £4  45. 

Bagehot. — BIOGRAPHICAL    STUDIES. 

By  WALTER  BAGEHOT.     Crown  8vo.,  35.  6d. 

Bain. — AUTOBIOGRAPHY.  By  ALEX- 
ANDER BAIN,  LL.D.,  Emeritus  Professor  of 
Logic  and  English,  University  of  Aberdeen. 
With  Supplementary  Chapter.  8vo. 

[In  the  press. 

Blount.  —  THE  MEMOIRS  OF  SIR 
EDWARD  BLOUNT,  K.C.B.,  ETC.  Edited 
by  STUART  J.  REID.  With  3  Photogravure 
Plates.  8vo.,  105.  6d.  net. 

Bowen. — EDWARD  BOWEN :  A  ME- 
MOIR. By  the  Rev.  the  Hon.  W.  E.  BOWEN. 
With  Appendices,  3  Photogravure  Portraits 
and  2  other  Illustrations.  8vo.,  125.  6d.  net. 

Carlyle. —  THOMAS  CARLYLE:  A  His- 
tory of  his  Life.  By  JAMES  ANTHONY 
FROUDE. 

1795-1835.     2  vols.     Crown  8vo.,  75. 
1834-1881.     2  vols.     Crown  8vo.,  75. 

Colville. — DUCHESS  SARAH:  being 
the  Social  History  of  the  Times  of  Sarah 
Jennings,  Duchess  of  Marlborough.  Com- 
piled and  arranged  by  one  of  her  descend- 
ants (Mrs.  ARTHUR  COLVILLE).  With 
numerous  Portraits. 

Crozier. — MY  INNER  LIFE  :  being  a 
Chapter  in  Personal  Evolution  and  Auto- 
biography. By  JOHN  BEATTIE  CROZIER, 
LL.D.  8vo.,  145. 

Dante. — THE  LIFE  AND  WORKS  OF 
DANTE  ALLIGHIERI  :  being  an  Introduction 
to  the  Study  of  the  '  Divina  Commedia '. 
By  the  Rev.  J.  F.  HOGAN,  D.D.  With 
Portrait.  8vo.,  125.  6d. 

Danton. — LIFE  OF  DANTON.     By  A. 

H.  BEESLY.     With  Portraits.     Cr.  8vo.,  6s. 

De  Bode. —  THE  BARONESS  DE  BODE, 
1775-1803.  By  WILLIAM  S.  CHILDE-PEM- 
BERTON.  With  4  Photogravure  Portraits 
and  other  Illustrations.  8vo.,  gilt  top, 
125.  6d.  net. 

Erasmus. 

LIFE  AND  LETTERS  OF  ERASMUS. 
By  JAMES  ANTHONY  FROUDE.  Crown 
8vo.,  35.  6d. 

THE  EPISTLES  OF  ERASMUS,  from 
his  Earliest  Letters  to  his  Fifty-first  Year, 
arranged  in  Order  of  Time.  English 
Translations,  with  a  Commentary.  By 
FRANCIS  MORGAN  NICHOLS.  8vo.,  185.  net. 


Faraday. — FARADAY  AS  A  DIS- 
COVERER. By  JOHN  TYNDALL.  Crown 
8vo.,  35.  6d. 

Fenelon  :  his  Friends  and  his 
Enemies,  1651-1715.  By  E.  K.  SANDERS. 
With  Portrait.  8voM  los.  6d. 

Fox. —  THE  EARLY  HISTORY  OF 
CHARLES  JAMES  Fox.  By  the  Right  Hon. 
Sir  G.  O.  TKEVELYAN,  Bart.  Crown  8vo., 
35.  r;if. 

Froude. — MY  DELATIONS  WITH  CAR- 
LYLE. By  JAMES  ANTHONY  FROUDE. 
Together  with  a  Letter  from  the  late  Sir 
JAMES  STEPHEN,  Bart.,  K.C.S  I.,  dated 
December,  1886.  8vo.,  25  net. 

Grey.  —  A^EMOIR  OF  SIR  GEORGE 
GREY,  BART.,  G.C.B.,  1799-1882.  By 
MANDELL  CREIGHTON,  D.D.,  late  Lord 
Bishop  of  London.  With  3  Portraits. 
Crown  8vo.,  65.  net. 

Hamilton. — LIFE  OF  SIR  WILLIAM 
HAMILTON.  By  R.  P.  GRAVES.  8vo.  3  vols. 
155.  each.  ADDENDUM.  8vo.,  td.  sewed. 

Harrow   School   Register  (The), 

1801-1900.      Edited  by  M.   G.    DAUGLISH. 
8vo.      105.  net. 

Havelock. — MEMOIRS  OF  SIR  HENRY 
H  Ay  BLOCK,  K.C.B.  By  JOHN  CLARK 
MARSHMAN.  Crown  8vo.,  35.  6d. 

Haweis. — MY  MUSICAL  LIFE.  By  the 
Rev.H.R.HAWEis.  With  Portrait  of  Richard 
Wagner  and  3  Illustrations.  Cr.  8vo.,  65.  net. 

Higgins. — THE  BERNARDS  OF  ABING- 
TON  AND  NETHER  WIACHENDON:  A  Family 
History.  By  Mrs.  NAPIER  HIGGINS.  2 
Vols.  8vo.,  2i5.  net. 

Hiley.  —  MEMORIES  OF  HALF  A 
CENTURY.  By  RICHARD  W.  HILEY,  D  D., 
Vicar  of  Wighill,  near  Tadcaster,  Yorks. 
8vo.,  155. 

Hunter. — THE  LIFE  OF  SIR  WILLIAM 
WILSON  HUNTER,  K.C.S.I.,  M.A.,  LL.D. 
By  FRANCIS  HENRY  SKRINE,  F.S.S.  With 
6  Portraits  (2  Photogravures)  and  4  other 
Illustrations.  8vo.,  165.  net. 

Jackson. — STONEWALL  JACKSON  AND 
THE  AMERICAN  CIVIL  WAR.  By  Lieut. -Col. 
G.  F.  R.  HENDERSON.  With  2  Portraits  and 
33  Maps  and  Plans.  2  vols.  Cr.  8vo.,  i6«.  net. 

Kielmansegge.— DIARY  OF  A  JOUR- 
NEY TO  ENGLAND  IN  THE  YEARS  1761- 
1762.  By  Count  FREDERICK  KIKI.MAX- 
SEGGE.  With  4  Illustrations.  Crown  8vo. 
55.  net. 

Luther.  —  LIFE    OF   LUTHER.       By 

JULIUS    KOSTLIN.      With    62    Illustrations 
and  4  Facsimilies  of  MSS.     Cr.  8vo.,  35.  6d. 
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Macaulay. — THE  LIFE  AND  LETTERS 
OF  LORD  MAC AUL AY.  By  the  Right  Hon. 
Sir  G.  O.  TREVELYAN,  Bart. 

Popular  Edition,    i  vol.    Cr.  8vo.,  2s.  6d. 

Student's  Edition     i  vol.     Cr.  8vo.,  65. 

Cabinet  Edition.     2  vols.     Post  8vo.,  125. 

' Edinburgh' Edition.  2 vols.  8vo.,6s.each. 

Library  Edition.     2  vols.     8vo.,  365. 

Marbot.  —  THE  MEMOIRS  OF  THE 
BARON  DE  MARBOT.  2  vols.  Cr.  8vo.,  75. 

Max  Miiller(F.) 

THE  LIFE  AND  LETTERS  OF  THE 
RIGHT  HON.  FRIEDRICH  MAX  MULLER. 
Edited  by  his  Wife.  With  Photogravure 
Portraits  and  other  Illustrations.  2  vols., 
8vo.,  325.  net. 

MY  AUTOBIOGRAPHY:  a  Fragment. 
With  6  Portraits.  8vo.,  125.  6d. 

AULD  LANG  SYN&.  Second  Series. 
8vo.,  i  os.  6d. 

CHIPS  FROM  A  GERMAN  WORKSHOP. 

Vol.  II.  Biographical  Essays.  Cr.  8vo.,5s. 

Morris.  —  THE   LIFE    OF    WILLIAM 

MORRIS.  By  J.  W.  MACKAIL.  With  2  Por- 
traits and  8  other  Illustrations  by  E.  H.  NEW, 
etc.  2  vols.  Large  Crown  8vo.,  105.  net. 

On  the  Banks  of  the  Seine.    By 

A.  M.  F.,  Author  of  'Foreign  Courts  and 
Foreign  Homes'.  Crown  8vo.,  65. 

Paget. — MEMOIRS  AND  LETTERS  OF 
SIR  JAMES  PAGET.  Edited  by  STEPHEN 
PAGET,  one  of  his  sons.  With  Portrait. 
8vo.,  65.  net. 

Ramakr/sh/ia  :     His     LIFE     AND 

SAYINGS.  By  the  Right  Hon.  F.  MAX 
MULLER.  Crown  8vo.,  55. 
Rich. — MARY  RICH,  COUNTESS  OF 
WARWICK  (1625-1678)  :  Her  Family  and 
Friends.  By  C.  FELL  SMITH.  With  7 
Photogravure  Portraits  and  9  other  Illustra- 
tions. 8vo.,  gilt  top,  185.  net. 

Rochester,    and    other    Literary 

Rakes  of  the  Court  of  Charles  II.,  with 
some  Account  of  their  Surroundings.  By 
the  Author  of  'The  Life  of  Sir  Kenelm 
Digby,'  The  Life  of  a  Prig,'  etc.  With  15 
Portraits.  8vo.,  i6s. 

Romanes. — THE  LIFE  AND  LETTERS 
OF  GEORGE  JOHN  ROMANES,  ALA.,  LL.D., 
F.K.S.  Written  and  Edited  by  his  WIFE. 
With  Portrait  and  2  Illustrations.  Cr.  8vo., 
55.  net. 

RuSSell. SWALLOWFIELD    AND     ITS 

OWNERS.  By  CONSTANCE  LADY  RUSSELL, 
of  Swallowfield  Park.  With  15  Photogravure 
Portraits  and  36  other  Illustrations.  410., 
gilt  edges,  425.  net. 


Seebohm. — THEOXFORD  REFORMERS 
— JOHN  COLET,  ERASMUS,  AND  THOMAS 
MORE  :  a  History  of  their  Fellow- Work. 
By  FREDERIC  SEEBOHM.  8vo.,  145. 

Shakespeare.  —  OUTLINES  OF  THE 
LIFE  OF  SHAKESPEARE.  By  J.  O.  HALLI- 
WELL-PHILLIPPS.  With  Illustrations  and 
Facsimiles.  2  vols.  Royal  8vo.,  2  is. 

Tales  of  my  Father.— By  A.  M.  F. 

Crown  8vo.,  65. 

Tallentyre. — THE    WOMEN  OF  THE 

SALONS,  and  other  French  Portraits.  By 
S.  G.  TALLENTYRE.  With  n  Photogravure 
Portraits.  8vo.,  T.OS.  6d.  net. 

Thomson. — EIGHTY  YEARS'  REMINIS- 
CENCES. By  Colonel  J.  ANSTRUTHER 
THOMSON.  With  numerous  Illustrations. 
2  vols.  8vo.,  2is.  net. 

Verney. — MEMOIRS  OF  THE  VERNE Y 
FAMILY  DURING  THE  SEVENTEENTH  CEN- 
TURY. Compiled  from  the  Papers  and 
Illustrated  by  the  Portraits  at  Claydon 
House,  Bucks.  By  FRANCES  PARTHENOPE 
VERNEY  and  MARGARET  M.  VERNEY. 
Abridged  and  cheaper  Edition.  With  24 
Portraits.  2  vols.  Crown  8vo. 

Victoria,    Queen,    1819-1901.      By 

RICHARD  R.  HOLMES,  M.V.O.,  F.S.A. 
With  Photogravure  Portrait.  Crown  8vo., 
gilt  top,  55.  net. 

Walpole. — SOME  UNPUBLISHED 
LETTERS  OF  HORACE  WALPOLE.  Edited 
by  Sir  SPENCER  WALPOLE,  K.C.B.  With 
2  Portraits.  Crown  8vo.,  45.  6d.  net. 

!  Wellington. — LIFE  OF  THE  DUKE 
OF  WELLINGTON.  By  the  Rev.  G.  R. 
GLEIG,  M.A.  Crown  8vo.,  35.  6d. 

Wilkins  (W.  H.). 
A  QUEEN  OF  TEARS  :  Caroline 
Matilda,  Queen  of  Denmark  and  Princess 
of  England,  Sister  of  George  III.  With 
Portraits  and  other  Illustrations.  2  vols. 
8vo.,  365. 

THE  LOVE  OF  AN  UNCROWNED 
QUEEN:  Sophie  Dorothea,  Consort  of 
George  I.,  and  her  Correspondence  with 
Philip  Christopher,  Count  Konigsmarck. 
With  24  Portraits  and  Illustrations.  8vo., 
1 25.  6d.  net. 

CAROLINE  THE  ILLUSTRIOUS,  Queen- 
Consort  of  George  II.,  and  sometime 
Queen  Regent :  a  Study  of  Her  Life  and 
Time.  With  Frontispiece  and  other 
Illustrations,  8vo.,  125.  6</,  net, 
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Arnold. — SEAS  AND  LANDS.     By  Sir 

EDWIN  ARNOLD.  With  71  Illustrations. 
Crown  8vo.,  35.  6d. 

Baker  (Sir  S.  W.). 
EIGHT  YEARS  IN  CEYLON.     With  6 

Illustrations.     Crown  8vo.,  35.  6d. 
THE    RIFLE  AND    THE  HOUND   IN 
CEYLON.    With  6  Illusts.    Cr.  8vo.,3s.  6d. 

Ball  GOHN). 

THE  ALPINE  GUIDE.   Reconstructed 
and  Revised  on  behalf  of  the  Alpine  Club, 
by  W.  A.  B.  COOLIDGE. 
Vol.  L,  THE  WESTERN  ALPS:  the  Alpine 
Region,   South   of  the   Rhone   Valley, 
from  the  Col  de  Tenda  to  the  Simplon 
Pass.    With  9  New  and  Revised  Maps. 
Crown  8vo.,  125.  net. 

HINTS  AND  NOTES,  PRACTICAL  AND 
SCIENTIFIC,  FOR  TRAVELLERS  IN  THE 
ALPS:  being  a  Revision  of  the  General 
Introduction  to  the  '  Alpine  Guide  '. 
Crown  8vo.,  35.  net. 

Bent. — THE  RUINED  CITIES  OF  MA- 

SHOXALAND  :  being  a  Record  of  Excavation 
and  Exploration  in  1891.  By  J.  THEODORE 
BENT.  With  117  Illustrations.  Crown 
8vo.,  35.  6d. 

Brassey  (The  Late  Lady). 
A  VOYAGE  IN  THE  '  SUNBEAM  ' ;  OUR 
HOME    ON   THE    OCEAN  FOR    ELEVEN 
MONTHS. 

Cabinet  Edition.    With  Map  and  66  Illus- 
trations.    Cr.  8vo.,  gilt  edges,  75.  6d. 
1  Silver  Library  '  Edition.    With  66  Illus- 
trations.    Crown  8vo.,  35.  6d. 
Popular  Edition.     With  60  Illustrations. 

4to.,  6d.  sewed,  is.  cloth. 

School  Edition.      With   37   Illustrations. 

Fcp.,  25.  cloth,  or  35.  white  parchment. 

SUNSHINE  AND  STORM  IN  THE  EAST. 

Popular  Edition.     With  103  Illustrations. 

4to.,  6d.   sewed,   is.  cloth. 
IN  THE  TRADES,  THE  TROPICS,  AND 
THE  '  ROARING  FORTIES  '. 
Cabinet  Edition.    With  Map  and  220  Illus- 
trations.    Cr.  8vo.,  gilt  edges,  75.  6d. 

Cockerell. —  TRAVELS  IN  SOUTHERN 
EUROPE  AND  THE  LEVANT,  1810-1817.  By 
C.  R.  COCKERELL,  Architect,  R.A.  Edited 
by  his  Son,  SAMUEL  PEPYS  COCKERELL. 
With  Portrait.  8vo.,  los.  6d.  net. 

Fountain  (PAUL). 
THE  GREAT  DESERTS  AND  FORESTS 
OF  NORTH  AMERICA.    With  a  Preface  by 
W.  H.  HUDSON,  Author  of  The  Naturalist 
in  La  Plata,'  etc.     8vo.,  gs.  6d.  net. 


Fountain  (PAUL). — continued. 

THE  GREAT  MOUNTAINS  AND 
FORESTS  OF  SOUTH  AMERICA.  With 
Portrait  and  7  Illustrations.  8vo.,  105.  6d. 
net. 

THE  GREAT  NORTH  -  WEST  AND 
THE  GREAT  LAKE  REGION  OF  NORTH 
AMERICA.  8vo.,  105.  6d.  net. 

Froude  GAMES  A.). 

OCEANA  :  or  England  and  her  Col- 
onies. With  9  Illustrations.  Cr.  8vo.,3$.  6d. 

THE  ENGLISH  IN  THE  WEST  INDIES: 
or,  the  Bow  of  Ulysses.  With  9  Illustra- 
tions. Crown  8vo.,  2s.  boards,  25.  6d.  cloth. 

Grove. — SEVENTY-ONE  DAYS'  CAMP- 
ING IN  MOROCCO.  By  Lady  GROVE.  With 
Photogravure  Portrait  and  32  Illustrations 
from  Photographs.  8vo.,  75.  6d.  net. 

Haggard. — A  WINTER  PILGRIMAGE  : 

Being  an  Account  of  Travels  through 
Palestine,  Italy  and  the  Island  of  Cyprus, 
undertaken  in  the  year  1900.  By  H.  RIDER 
HAGGARD.  With  31  Illustrations  from  Photo- 
graphs. 

Hardwick. — AN  IVORY  TRADER  IN 

NORTH  KENIA  :  the  Record  of  an  Expedi- 
tion to  the  Country  North  of  Mount  Kenia 
in  East  Equatorial  Africa,  with  an  account 
of  the  Nomads  of  Galla-Land.  By  A. 
ARKELL-HARDWICK,  F.R.G.S.  With  23 
Illustrations  from  Photographs,  and  a  Map. 
8vo.,  125.  6d.  net. 

Howitt. —  VISITS  TO  REMARKABLE 
PLACES.  Old  Halls,  Battle-Fields,  Scenes, 
illustrative  of  Striking  Passages  in  English 
History  and  Poetry.  By  WILLIAM  HOWITT. 
With  80  Illustrations.  Crown  8vo.,  35.  6d. 

Knight  (E.  F.). 

SOUTH  AFRICA  AFTER  THE  WAR. 
With  17  Illustrations.  8vo.,  105.  6d.  net. 

WITH  THE  ROYAL  TOUR  :  a  Narra- 
tive of  the  Recent  Tour  of  the  Duke  and 
Duchess  of  Cornwall  and  York  through 
Greater  Britain.  With  16  Illustrations 
and  a  Map.  Crown  8vo.,  5$.  net. 

THE  CRUISE  OF  THE  '  ALERTE  ' :  the 
Narrative  of  a  Search  for  Treasure  on  the 
Desert  Island  of  Trinidad.  With  2  Maps 
and  23  Illustrations.  Crown  8vo.,  35.  6d. 
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Knight  (E.  F.)— continued, 

WHERE  THREE  EMPIRES  MEET:  a 
Narrative  of  Recent  Travel  in  Kashmir, 
Western  Tibet,  Baltistan,  Ladak,  Gilgit, 
and  the  adjoining  Countries.  With  a 
Map  and  54  Illustrations.  Cr.  8vo.,  35.  6d. 
THE  '•FALCON'  ON  THE  BALTIC:  a 
Voyage  from  London  to  Copenhagen  in 
a  Three-Tonner.  With  10  Full-page 
Illustrations.  Crown  8vo.,  35.  6d. 

Lees  and  Clutterbuck.— B.C.  1887  : 
A  RAMBLE  IN  BRITISH  COLUMBIA.  By  J.  A. 
LEES  and  W.  J.  CLUTTERBUCK.  With  Map 
and  75  Illustrations.  Crown  8vo.,  35.  6d. 

Lynch. — ARMENIA:  Travels  and 
Studies.  By  H.  F.  B.  LYNCH.  With  197 
Illustrations  (some  in  tints)  reproduced 
from  Photographs  and  Sketches  by  the 
Author,  16  Maps  and  Plans,  a  Bibliography, 
and  a  Map  of  Armenia  and  adjacent  | 
countries.  2  vols.  Medium  8vo.,  gilt  top, 
425.  net. 

Nansen. — THE  FIRST  CROSSING  OF 
GREENLAND.  By  FRIDTJOF  NANSEN.  With 
143  Illustrations  and  a  Map.  Crown  8vo., 
35.  6d. 

Rice. — OCCASIONAL  ESSAYS  ON  NA- 
TIVE SOUTH  INDIAN  LIFE.  By  STANLEY 
P.  RICE,  Indian  Civil  Service.  8vo.,  los.  6d. 

Smith. — CLIMBING   IN  THE  BRITISH 
ISLES.     By  W.  P.  HASKETT  SMITH.    With 
Illustrations  and  Numerous  Plans. 
Part  I.  ENGLAND,     ibmo.,  35.  net. 
Part  II.   WALES  AND  IRELAND.     i6mo., 
35.  net. 


Spender. — Two  WINTERS  IN  NOR- 
WAY: being  an  Account  of  Two  Holidays 
spent  on  Snow-shoes  and  in  Sleigh  Driving, 
and  including  an  Expedition  to  the  Lapps. 
By  A.  EDMUND  SPENDER.  With  40  Illustra- 
tions from  Photographs.  8vo.,  IDS.  6d.  net. 

Stephen.  —  THE  PLAY-GROUND  OF 
EUROPE  (The  Alps).  By  Sir  LESLIE 
STEPHEN,  K.C.B.  With  4  Illustrations 
Crown  8vo.,  35.  6d. 

Stutfield  and  Collie. — CLIMBS  AND 
EXPLORATION  IN  THE  CANADIAN  ROCKIES. 
By  HUGH  E.  M.  STUTFIELD  and  J.  NOR- 
MAN COLLIE,  F.R.S.  With  2  Maps,  24 
Full-page  Illustrations,  and  56  Half-page 
Illustrations.  8vo.,  I2s.  6d.  net. 

Sverdrup.  —  NEW  LAND  :  being  a 
Record  of  the  Voyage  of  the  Fram  to  the 
Arctic  Regions,  1898-1902.  By  Captain 
OTTO  SVERDRUP.  With  Maps  and  Illus- 
trations. 8vo. 

Three    in    Norway.      By  Two  of 

Them.     With  a  Map  and  59  Illustrations. 
Crown  8vo.,  2s.  boards,  25.  6d.  cloth. 

Tyndall.— (JOHN). 

THE  GLACIERS  OF  THE  ALPS.    With 
61  Illustrations.    Crown  8vo.,  65.  6d.  net. 

HOURS  OF  EXERCISE  IN  THE  ALPS. 
With  7  Illustrations.    Cr.  8vo.,  6s.  6d.  net. 


Sport  and  Pastime. 

THE  BADMINTON  LIBRARY. 

Edited  by  HIS  GRACE  THE  (EIGHTH)  DUKE  OF  BEAUFORT,  K.G., 
and  A.  E.  T.  WATSON. 


ARCHER  Y.  By  C.  J.  LONGMAN  and 
Col.  H.  WALROND.  With  Contributions  by 
Miss  LEGH,  Viscount  DILLON,  etc.  With 
2  Maps,  23  Plates  and  172  Illustrations  in 
the  Text.  Crown  8vo.,  cloth,  65.  net;  half- 
bound,  with  gilt  top,  95.  net. 


ATHLETICS.  By  MONTAGUE 
SHEAKMAN.  With  Chapters  on  Athletics 
at  School  by  W.  BEACHER  THOMAS  ;  Ath- 
letic Sports  in  America  by  C.  H.  SHERRILL  ; 
a  Contribution  on  Paper-chasing  by  W.  RYE, 
and  an  Introduction  by  Sir  RICHARD  WEB- 
STI.K  (Lord  ALVERSTONE).  With  12  Plates 
and  37  Illustrations  in  the  Text.  Cr.  8vo., 
cloth,  65.  net ;  half-bound,with  gilt  top, 95. net. 


BIG     GAME     SHOOTING. 

CLIVE  PHILLIPPS-WOLLEY. 


By 


Vol.  I.  AFRICA  AND  AMERICA. 
With  Contributions  by  Sir  SAMUEL  W. 
BAKER,  W.  C.  OSWELL,  F.  C.  SELOUS, 
etc.  With  20  Plates  and  57  Illustrations 
in  the  Text.  Crown  8vo.,  cloth,  6s.  net ; 
half-bound,  with  gilt  top,  95.  net. 

Vol.  II.  EUROPE,  ASIA,  AND  THE 
ARCTIC  REGIONS.  With  Contribu- 
tions by  Lieut. -Colonel  R.  HEBER 
PERCY,  Major  ALGERNON  C.  HEBER 
PERCY,  etc.  With  17  Plates  and  56  Illus- 
trations in  the  Text.  Crown  8vo.,  cloth 
6s.  net ;  half-bound,  with  gilt  top,  95.  net. 
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THE    BADMINTON    LIBRARY— continued. 

Edited  by  HIS  GRACE  THE  (EIGHTH)  DUKE  OF  BEAUFORT,  K.G., 
and  A.  E.  T.  WATSON. 


BILLIARDS.  By  Major  W.  BROAD- 
FOOT,  R.E.  With  Contributions  by  A.  H. 
BOYD,  SYDENHAM  DIXON,  W.  J.  FORD,  etc. 
With  ii  Plates,  19  Illustrations  in  the  Text, 
and  numerous  Diagrams.  Crown  8vo.,  cloth, 
6s.  net ;  half-bound,  with  gilt  top,  gs.  net. 


COURSING    AND     FALCONRY. 

By  HARDING  Cox,  CHARLES  RICHARDSON, 
and  the  Hon.  GERALD  LASCELLES.  With 
20  Plates  and  55  Illustrations  in  the  Text. 
Crown  Svo.,  cloth,  65.  net ;  half-bound,  with 
gilt  top,  95.  net. 


CRICKET.  By  A.  G.  STEEL  and 
the  Hon.  R.  H.  LYTTELTON.  With  Con- 
tributions by  ANDREW  LANG,  W.  G.  GRACE, 
F.  GALE,  etc.  With  13  Plates  and  52  Illus- 
trations in  the  Text.  Crown  8vo.,  cloth,  6s. 
net ;  half-bound,  with  gilt  top,  95.  net. 


CYCLING.  By  the  EARL  OF  ALBE- 
MARLE  and  G.  LACY  HILLIER.  With  19 
Plates  and  44  Illustrations  in  the  Text. 
Crown  8vo.,  cloth.  65.  net ;  half-bound,  with 
gilt  top,  95.  net. 


DANCING.  By  Mrs.  LILLY  GROVE. 
With  Contributions  by  Miss  MIDDLETON, 
The  Hon.  Mrs.  ARMYTAGE,  etc.  With 
Musical  Examples,  and  38  Full-page  Plates 
and  93  Illustrations  in  the  Text.  Crown 
8vo.,  cloth,  65.  net ;  half-bound,  with  gilt 
top,  95.  net. 

DRIVING.  ByHisGracethe(Eighth) 
DUKE  of  BEAUFORT,  K.G.  With  Contribu- 
tions by  A.  E.  T.  WATSON  the  EARL  OF 
ONSLOW,  etc.  With  12  Plates  and  54  Illus- 
trations in  the  Text.  Crown  8vo.,  cloth,  65. 
net;  half-bound,  with  gilt  top,  95.  net. 

FENCING,  BOXING,  AND 
WRESTLING.  By  WALTER  H.  POLLOCK, 
F.  C.  GROVE,  C.  PREVOST,  E.  B.  MITCHELL, 
and  WALTER  ARMSTRONG.  With  18  Plates 
and  24  Illustrations  in  the  Text.  Crown 
8vo.,  cloth,  6s.  net ;  half-bound,  with  gilt 
top,  gs.  net. 


FISHING.     By  H.  CHOLMONDELEY- 
PENNELL. 

Vol.  I.  SALMON  AND  TROUT.  With 
Contributions  by  H.  R.  FRANCIS,  Major 
JOHN  P.  TRAHERNE,  etc.  With  9  Plates 
and  numerous  Illustrations  of  Tackle,  etc. 
Crown  8vo.,  cloth,  6s.  net ;  half-bound, 
with  gilt  top,  gs.  net. 

Vol.  II.  PIKE  AND  OTHER  COARSE 
FISH.  With  Contributions  by  the 
MARQUIS  OF  EXETER,  WILLIAM  SENIOR, 
G.  CHRISTOPHER  DAVIS,  etc.  With 
7  Plates  and  numerous  Illustrations  or 
Tackle,  etc.  Crown  8vo.,  cloth,  6s.  net ; 
half-bound,  with  gilt  top,  gs.  net. 

'  FOOTBALL.  HISTORY,  by  MON- 
TAGUE SHEARMAN  ;  THE  ASSOCJAIION 
GAME,  by  W.  J.  OAKLEY  and  G.  O.  SMITH  ; 
THE  RUGBY  UNION  GAME,  by  FRANK 
MITCHELL.  With  other  Contributions  by 
R.  E.  MACNAGHTEN,  M.  C.  KEMP,  J.  E. 
VINCENT,  WALTER  CAMP  and  A.  SUTHER- 
LAND. With  ig  Plates  and  35  Illustrations 
in  the  Text.  Crown  8vo.,  cloth,  6s.  net ; 
half-bound,  with  gilt  top,  gs.  net. 

GOLF.  By  HORACE  G.  HUTCHINSON. 
With  Contributions  by  the  Rt.  Hon.  A.  J. 
BALFOUR,  M.P.,  Sir  WALTER  SIMPSON,  Bart., 
ANDREW  LANG,  etc.  With  34  Plates  and  56 
Illustrations  in  the  Text.  Crown  8vo.,  cloth, 
6s.  net ;  half-bound,  with  gilt  top,  gs.  net. 

HUNTING.  By  His  Grace  the 
(Eighth)  DUKE  OF  BEAUFORT,  K.G.,  and 
MOWBRAY  MORRIS.  With  Contributions  by 
the  EARL  OF  SUFFOLK  AND  BERKSHIRE, 
Rev.  E.  W.  L.  DAVIES,  G.  H.  LONGMAN, 
etc.  With  5  Plates  and  54  Illustrations  in 
the  Text.  Crown  8vo.,  cloth,  6s.  net ;  half- 
bound,  with  gilt  top,  gs.  net. 

MOTORS  AND  MOTOR-DRIV- 
ING. By  ALFRED  C.  HARMSWORTH,  the 
MARQUIS  DE  CHASSELOUP-LAUBAT,  the 
Hon.  JOHN  SCOTT-MONTAGU,  R.  J.  ME- 
CREDY,  the  Hon.  C.  S.  ROLLS,  Sir  DAVID 
SALOMONS,  Bart.,  etc.  With  13  Plates  and 
136  Illustrations  in  the  Text.  Crown  8vo., 
cloth,  gs.  net;  half-bound,  125.  net. 
A  Cloth  Box  for  use  when  Motoring,  2s.  net. 
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THE    BADMINTON    LIBRARY— continued. 

Edited  by  HIS  GRACE  THE  (EIGHTH)  DUKE  OF  BEAUFORT,  K.G., 
and  A.  E.  T.  WATSON. 


MOUNTAINEERING.  By  C.  T. 
DENT.  With  Contributions  by  the  Right 
Hon.  J.  BRYCE,  M.P.,  Sir  MARTIN  CONWAY, 
D.  W.  FRESHFIELD,  C.  E.  MATTHEWS,  etc. 
With  13  Plates  and  91  Illustrations  in  the 
Text.  Crown  8vo.,  cloth,  65.  net ;  half- 
bound,  with  gilt  top,  95.  net. 

POETRY  OF  SPORT  (THE}.— 
Selected  by  HEDLEY  PEEK.  With  a 
Chapter  on  Classical  Allusions  to  Sport  by 
ANDREW  LANG,  and  a  Special  Preface  to 
the  BADMINTON  LIBRARY  by  A.  E.  T. 
WATSON.  With  32  Plates  and  74  Illustra- 
tions in  the  Text.  Crown  8vo.,  cloth,  6s. 
net ;  half-bound,  with  gilt  top,  gs.  net. 

RACING  AND  STEEPLE-CHAS- 
ING. By  the  EARL  OF  SUFFOLK  AND 
BERKSHIRE,  W.  G.  CRAVEN,  the  Hon.  F. 
LAWLEY,  ARTHUR  COVENTRY,  and  A.  E.  T. 
WATSON.  With  Frontispiece  and  56  Illus- 
trations in  the  Text.  Crown  8vo.,  cloth,  65. 
net ;  half-bound,  with  gilt  top,  95.  net. 

RIDING  AND  POLO.  By  Captain 
ROBERT  WEIR,  J.  MORAY  BROWN,  T.  F. 
DALE,  THE  LATE  DUKE  OF  BEAUFORT,  THE 
EARL  OF  SUFFOLK  AND  BERKSHIRE,  etc. 
With  18  Plates  and  41  Illusts.  in  the  Text. 
Crown  8vo.,  cloth,  65.  net ;  half-bound, 
with  gilt  top,  95.  net. 

ROWING.  By  R.  P.  P.  ROWE  and  j 
C.  M.  PITMAN.  With  Chapters  on  Steering 
by  C.  P.  SEROCOLD  and  F.  C.  BEGG  ;  Met- 
ropolitan Rowing  by  S.  LE  BLANC  SMITH  ; 
and  on  PUNTING  by  P.  W.  SQUIRE.  With 
75  Illustrations.  Crown  8vo.,  cloth,  65.  net ; 
half-bound,  with  gilt  top,  95.  net. 

SHOOTING. 

Vol.  I.  FIELD  AND  COVERT.  By  LORD 
WALSINGHAM  and  Sir  RALPH  PAYNE- 
GALLWEY,  Bart.  With  Contributions  by 
the  Hon.  GERALD  LASCELLES  and  A.  J. 
STUART-WORTLEY.  With  n  Plates  and 
95  Illustrations  in  the  Text.  Crown  8vo., 
cloth,  65.  net;  half-bound,  with  gilt  top, 
95.  net. 

Vol.  II.  MOOR  AND  MARSH.  By 
LORD  WALSINGHAM  and  Sir  RALPH  PAYNE- 
GALLWEY,  Bart.  With  Contributions  by 
LORD  LOVAT  and  Lord  CHARLES  LENNOX 
KERR.  With  8  Plates  and  57  Illustrations 
in  the  Text.  Crown  8vo.,  cloth,  65.  net ; 
half-bound,  with  gilt  top,  gs.  net. 


SEA  FISHING.  By  JOHN  BICKER- 
DYKE,  Sir  H.  W.  GORE-BOOTH,  ALFRED 
C.  HARMSWORTH,  and  W.  SENIOR.  With  22 
Full-page  Plates  and  175  Illusts.  in  the  Text. 
Crown  8vo.,  cloth,  6s.  net ;  half-bound,  with 
gilt  top,  95.  net. 


SKATING,  CURLING,  TOBOG- 
GANING. By  J.  M.  HEATHCOTE,  C.  G. 
TEBBUTT,  T.  MAXWELL  WITHAM,  Rev. 
JOHN  KERR,  ORMOND  HAKE,  HENRY  A. 
BUCK,  etc.  With  12  Plates  and  272  Illus- 
trations in  the  Text.  Crown  8vo.,  cloth,  6s. 
net ;  half-bound,  with  gilt  top,  gs.  net. 


SWIMMING.  By  ARCHIBALD  SIN- 
CLAIR and  WILLIAM  HENRY,  Hon.  Sees,  of  the 
Life-Saving  Society.  With  13  Plates  and  112 
Illustrations  in  the  Text.  Crown  8vo.,  cloth, 
6s.  net ;  half-bound,  with  gilt  top,  gs.  net. 


TENNIS,  LA  WN  TENNIS, 
RACKETS  AND  FIVES.  By  J.  M.  and 
C.  G.  HEATHCOTE,  E.  O.  PLEYDELL-BOU- 
VERiE,andA.  C.  AINGER.  With  Contributions 
by  the  Hon.  A.  LYTTELTON,  W.  C.  MAR- 
SHALL, Miss  L.  DOD,  etc.  With  14  Plates  and 
65  Illustrations  in  the  Text.  Crown  8vo., 
cloth,  6s.  net ;  half-bound,  with  gilt  top, 
gs.  net. 

YACHTING. 

Vol.  I.  CRUISING,  CONSTRUCTION 
OF  YACHTS,  YACHT  RACING 
RULES,  FITTING-OUT,  etc.  By  Sir 
EDWARD  SULLIVAN,  Bart.,  THE  EARL  OF 
PEMBROKE,  LORD  BRASSEY,  K.C.B.,  C. 
E.  SETH-SMITH,  C.B.,  G.  L.  WATSON,  R. 
T.  PRITCHETT,  E.  F.  KNIGHT,  etc.  With 
21  Plates  and  g3  Illustrations  in  the 
Text.  Crown  8vo.,  cloth,  6s.  net ;  half- 
bound,  with  gilt  top,  gs.  net. 

Vol.  II.  YACHT  CLUBS,  YACHT- 
ING  IN  AMERICA  AND  THE 
COLONIES,  YACHT  RACING,  etc. 
By  R.  T.  PRITCHETT,  THE  MARQUIS  OF 

DUFFERIN  AND  AvA,  K.P.,  THE    EARL  OF 

ONSLOW,  JAMES  MCFERRAN,  etc.  With 
35  Plates  and  160  Illustrations  in  the 
Text.  Crown  8vo.,  cloth,  gs.  net;  half- 
bound,  with  gilt  top,  gs.  net. 
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FUR,    FEATHER,   AND   FIN   SERIES. 


Edited  by  A.  E.  T.  WATSON. 
Crown  8vo.,  price  5$.  each  Volume,  cloth. 
TJic  Volumes  are  also  issued  half -bound  in  Leather,  with  gilt  top. 


Price  js.  6d.  net  each. 


THE  PARTRIDGE.  Natural  His- 
tory, by  the  Rev.  H.  A.  MACPHERSON  ; 
Shooting,  by  A.  J.  STUART-WORTLEY  ; 
Cookery,  by  GEORGE  SAINTSBURY.  With 
ii  Illustrations  and  various  Diagrams. 
Crown  8vo.,  55. 

THE  GROUSE.  Natural  History,  by 
the  Re  .  H.  A.  MACPHERSON;  Shooting, 
by  A.  J.  STUART-WORTLEY;  Cookery,  by 
GEORGE  SAINTSBURY.  With  13  Illustrations 
and  various  Diagrams.  Crown  8vo.,  55. 

THE  PHEASANT.  Natural  History, 
by  the  Rev.  H.  A.  MACPHERSON  ;  Shooting, 
by  A.  J.  STUART-WORTLEY  ;  Cookery,  by 
ALEXANDER  INNES  SHAND.  With  10  Illus- 
trations and  various  Diagrams.  Crown 
8vo.,  55. 

THE  HARE.  Natural  History,  by 
the  Rev.  H.  A.  MACPHERSON  ;  Shooting, 
by  the  Hon.  GERALD  LASCELLES  ;  Coursing, 
by  CHARLES  RICHARDSON  ;  Hunting,  by  J. 
S.  GIBBONS  and  G.  H.  LONGMAN  ;  Cookery, 
by  Col.  KENNEY  HERBERT.  With  9 
Illustrations.  Crown  8vo.,  55. 

THE  RABBIT.  By  JAMES  EDMUND 
HARTING.  Cookery,  by  ALEXANDER  INNES 
SHAND.  With  10  Illustrations.  Cr.  8vo.,  55. 


SNIPE  AND  WOODCOCK.  By 
L.  H.  DE  VISME  SHAW.  With  Chapters  on 
Snipe  and  Woodcock  in  Ireland  by  RICHARD 
J.  USSHER.  Cookery,  by  ALEXANDER  INNKS 
SHAND.  With  8  Illustrations.  Cr.  8vo.,  55. 

RED  DEER. — Natural  History,  by 
the  Rev.  H.  A.  MACPHERSON  ;  Deer  Stalk- 
ing, by  CAMERON  OF  LOCHIEL  ;  Stag 
Hunting,  by  Viscount  EBRINGTON  ; 
Cookery,  by  ALEXANDER  INNES  SHAND. 
With  10  Illustrations.  Crown  8vo.,  55. 

THE  SALMON.  By  the  Hon.  A.  E. 
GATHORNE-HARDY.  With  Chapters  on  the 
Law  of  Salmon  Fishing  by  CLAUD  DOUGLAS 
PENNANT;  Cookery,  by  ALEXANDER  INNES 
SHAND.  With  8  Illustrations.  Cr.  8vo.,  55. 

THE  TROUT.  By  the  MARQUESS 
OF  GRANBY.  With  Chapters  on  the  Breed- 
ing of  Trout  by  Col.  H.  CUSTANCE  ;  and 
Cookery,  by  ALEXANDER  INNES  SHAND. 
With  12  Illustrations.  Crown  8vo.,  55. 

PIKE  AND  PERCH.     By  WILLIAM 

SENIOR  ('  Redspinner,'  Editor  of  the 
'  Field').  With  Chapters  by  JOHN  BICKER- 
DYKE  and  W.  H.  POPE;  Cookery,  by 
ALEXANDER  INNES  SHAND.  With  12  Il- 
lustrations. Crown  8vo.,  55. 


Alverstone   and  Alcock. — SURREY 

CRICKET:  its  History  and  Associations. 
Edited  by  the  Right  Hon.  LORD  ALVER- 
STONE, L.C.J.,  President,  and  C.W.  ALCOCK, 
Secretary,  of  the  Surrey  County  Cricket 
Club.  With  48  Illustrations.  8vo.,  55.  net. 


Bickerdyke. — DA  vs  OF  MY  LIFE  ON 
WATER,  FRESH  AND  SALT;  and  other 
Papers.  By  JOHN  BICKERDYKE.  With 
Photo-etching  Frontispiece  and  8  Full-page 
Illustrations.  Crown  8vo.,  35.  6d. 

Blackburne.  —  MR.  BLACKBURNE  s 
GAMES  AT  CHESS.  Selected,  Annotated 
and  Arranged  by  Himself.  Edited,  with  a 
Biographical  Sketch  and  a  brief  History  of 
Blindfold  Chess,  by  P.  ANDERSON  GRAHAM. 
With  Portrait  of  Mr.  Blackburne.  8vo., 
75.  6d.  net. 


Ellis. — CHESS  SPAKXS  ;  or,  Short  and 
Bright  Games  of  Chess.  Collected  and 
Arranged  by  J.  H.  ELLIS,  M.  A.  8vo.,  45.  6d 

Ford. — THE  THEORY  AND  PRACTICE 
OF  ARCHERY.  By  HORACE  FORD.  New 
Edition,  thoroughly  Revised  and  Re-written 
by  W.  BUTT,  M.A.  With  a  Preface  by  C. 
J.  LONGMAN,  M.A.  8vo.,  145. 

Francis. — A  BOOK  ON  ANGLING  :  or, 

Treatise  on  the  Art  of  Fishing  in  every 
Branch  ;  including  full  Illustrated  List  of  Sal- 
mon Flies.  By  FRANCIS  FRANCIS.  With  Por- 
trait and  Coloured  Plates.  Crown  8vo.,  155. 

Fremantle.  —  THE  BOOK  OF  THE 
RIFLE,  By  the  Hon.  T.  F.  FREMANTLE, 
V.D.,  Major,  ist  Bucks  V.R.C.  With  54 
Plates  and  107  Diagrams  in  the  Text.  8vo., 
i2s.  6d.  net. 
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Gathorne  -  Hardy.  —  AUTUMNS  IN 
ARGYLESHIRE  WITH  ROD  AND  GUN.  By 
the  Hon.  A.  E.  GATHORNE-HARDY.  With 
8  Illustrations  by  ARCHIBALD  THORBURN. 
8vo.,  65.  net. 

Graham. — COUNTRY  PASTIMES  FOR 
BOYS.  By  P.  ANDERSON  GRAHAM.  With 
252  Illustrations  from  Drawings  and 
Photographs.  Cr.  8vo.,  gilt  edges,  35.  net. 

Hutchinson. — THE  BOOK  OF  GOLF 
AND  GOLFERS.  By  HORACE  G.  HUTCHIN- 
SON. With  71  Portraits  from  Photographs. 
Large  crown  8vo.,  gilt  top,  75.  6d.  net. 

Lang. — ANGLING     SKETCHES.       By 

ANDREW  LANG.  With  20  Illustrations. 
Crown  8vo.,  35.  6d. 

Lillie. — CROQUET  UP  TO  DATE,  Con- 
taining the  Ideas  and  Teachings  of  the 
Leading  Players  and  Champions.  By  AR- 
THUR LILLIE.  With  19  Illustrations  (15 
Portraits),  and  numerous  Diagrams.  8vo., 
los.  6d.  net. 

Longman. — CHESS  OPENINGS.      By 

FREDERICK  W.  LONGMAN.  Fcp.  8vo.,  zs.  6d. 

Mackenzie. — NOTES  FOR  HUNTING 

MEN.  By  Captain  CORTLANDT  GORDON 
MACKENZIE.  Crown  8vo.,  25.  6d.  net. 
Madden. — THE  DIARY  OF  MASTER 
WILLIAM  SILENCE  :  a  Study  of  Shakespeare 
and  of  Elizabethan  Sport.  By  the  Right 
Hon.  D.  H.  MADDEN,  Vice-Chancellor  of  the 
University  of  Dublin.  8vo.,  gilt  top,  i6s. 

Maskelyne. — SHARPS  AND  FLATS  :  a 

Complete  Revelation  of  the  Secrets  oi 
Cheating  at  Games  of  Chance  and  Skill.  By 
JOHN  NEVIL  MASKELYNE,  of  the  Egyptian 
Hall.  With  62  Illustrations.  Crown  8vo.,  65. 

Millais  (JOHN  GUILLE). 
THE  WILD-FOWLER  IN  SCOTLAND. 
With  a  Frontispiece  in  Photogravure  by 
Sir  J.  E.  MILLAIS,  Bart.,  P.R.A.,  8  Photo- 
gravure Plates,  2  Coloured  Plates  and  50 
Illustrations  from  the  Author's  Drawings 
and  from  Photographs.  Royal  410.,  gilt 
top,  305.  net. 

THE  NATURAL  HISTORY  OF  THE 
BRITISH  SURFACE -FEEDING  DUCKS. 
With  6  Photogravures  and  66  Plates  (41 
in  Colours)  from  Drawings  by  the  Author, 
ARCHIBALD  THORBURN,  and  from  Photo- 
graphs. Royal  4to.,cloth,gilt  top,  £6  6s.net. 

Modern  Bridge. — By 'Slam'.  With 

a  Reprint  of  the  Laws  of  Bridge,  as  adopted 
by  the  Portland  and  Turf  Clubs.  i8mo., 
gilt  edges,  35.  6d.  net. 

Park. — THE  GAME  OF  GOLF.  By 
WILLIAM  PARK,  Jun.,  Champion  Golfer, 
1887-89.  With  17  Plates  and  26  Illustra- 
tions in  the  Text.  Crown  8vo.,  75.  6d. 


Pastime — continued. 

Payne-Gallwey  (Sir  RALPH,  Bart.). 
THE  CROSS-BOW  :  Mediaeval  and 
Modern  ;  Military  and  Sporting  ;  its 
Construction,  History  and  Management, 
with  a  Treatise  on  the  Balista  and  Cata- 
pult of  the  Ancients.  With  220  Illustra- 
tions. Royal  4to.,  £3  35.  net. 

LETTERS  TO  YOUNG  SHOOTERS  (First 
Series).  On  the  Choice  and  use  of  a  Gun. 
With  41  Illustrations.  Crown  8vo.,  js.  6d. 

LETTERS  TO  Yo  UNG  SHOO TERS(  Secon  d 
Series).  On  the  Production,  Preservation, 
and  Killing  of  Game.  With  Directions 
in  Shooting  Wood-Pigeons  and  Breaking- 
in  Retrievers.  With  Portrait  and  103 
Illustrations.  Crown  8vo.,  125.  6d. 

LETTERS  TO  YOUNG  SHOOTERS. 
(Third  Series.)  Comprising  a  Short 
Natural  History  of  the  Wildfowl  that 
are  Rare  or  Common  to  the  British 
Islands,  with  complete  directions  in 
Shooting  Wildfowl  on  the  Coast  and 
Inland.  With  200  Illustrations.  Crown 
8vo.,  i8s. 

Pole. — THE  THEORY  OF  THE  MODERN 
SCIENTIFIC  GAME  OF  WHIST.  By  WILLIAM 
POLE,  F.R.S.  Fcp.  8vo.,  gilt  edges,  25.  net. 

Proctor.—  How    TO   PLAY    WHIST: 

WITH     THE     LAWS     AND     ETIQUETTE     OF 

WHIST.  By  RICHARD  A.  PROCTOR.  Crown 
8vo.,  gilt  edges,  35.  net. 

Ronalds. — IHE  FLY-FISHER'S  ENTO- 
MOLOGY. By  ALFRED  RONALDS.  With  20 
coloured  Plates.  8vo.,  145. 

Somerville. — SLIPPER'S  A  B  C  OF 
FOX-HUNTING.  By  E.  CE.  SOMERVILLE, 
M.F.H.,  Joint  Author  of  '  Some  Experiences 
of  an  Irish  R.M.,'  etc.  With  Illustrations 
in  Colour  by  the  Author.  410.,  boards, 
105.  6d.  net. 

Thomas-Stanford.  —  A    RIVER    OF 

NORWAY :  being  the  Notes  and  Reflections 
of  an  Angler.  By  CHARLES  THOMAS- 
STANFORD.  With  10  Photogravure  Plates, 
i  Map  and  i  Plan.  8vo.,  gs.  net. 

Thompson,  Cannanand  Doneraile. 

— COMBINED  HAND  -  AY  -  HAND  FIGCKK 
SKATING.  By  NORCLIFFE  G.  THOMPSON, 
F.  LAURA  CANNAN  and  VISCOUNT  DONE- 
RAILE, Members  of  the  Skating  Club. 
i6mo. 

Warner. — CRICKET     ACROSS      THE 

SEAS  :  being  an  Account  of  the  Tour  of 
Lord  Hawke's  Team  in  New  Zealand  and 
Australia.  By  P.  F.  WARNER  With  32 
Illustrations  from  Photographs.  Crown 
8vo.,  55.  net, 
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Abbott. — THE  ELEMENTS  OF  LOGIC. 
By  T.  K.  ABBOTT,  B.D.     i2mo.,  35. 

Aristotle. 

THE  ETHICS:  Greek  Text,  Illustrated 
with  Essay  and  Notes.  By  Sir  ALEXAN- 
DER GRANT,  Bart.  2  vols.  8vo.,  325. 

AN  INTRODUCTION  TO  ARISTOTLE'S 
ETHICS.  Books  I. -IV.  (Book  X.  c.vi.-ix. 
in  an  Appendix).  With  a  continuous 
Analysis  and  Notes.  By  the  Rev.  E. 
MOORE,  D.D.  Crown  8vo.,  105.  6d. 


Bacon  (FRANCIS). 

COMPLETE  WORKS. 
ELLIS,    JAMES 


Edited  by  R.  L. 
SPEDDING     and    D.    D. 
HEATH.     7  vols.     8vo.,  £3  135.  6d. 

LETTERS  AND  LIFE,  including  all  his 
occasional  Works.  Edited  by  JAMES 
SPEDDING.  7  vols.  8vo.,  ^4  45. 

THE  ESSAYS:  with  Annotations.  By 
RICHARD  WHATELY,  D.D.  8vo.,  105.  6d. 

THE  ESSAYS:  with  Notes.  By  F. 
STORR  and  C.  H.  GIBSON.  Cr.  8vo.,  35.  6d. 

THE  ESSAYS:  with  Introduction, 
Notes,  and  Index.  By  E.  A.  ABBOTT,  D.D. 
2  Vols.  Fcp.  8vo.,6s.  The  Text  and  Index 
only,  without  Introduction  and  Notes,  in 
One  Volume.  Fcp.  8vo.,  2s.  6d. 

Bain  (ALEXANDER). 

MENTAL  AND  MORAL  SCIENCE  :  a 
Compendium  of  Psychology  and  Ethics. 
Crown  8vo.,  los.  6d. 

Or  separately, 
Part  I.  PSYCHOLOGY  AND  HISTORY   OP 

PHILOSOPHY.     Crown  8vo.,  65.  6d. 
Part  1  1  .  THEORY  OF  E  THICS  AND  E  THICAL 
SYSTEMS.     Crown  8vo.,  45.  6d. 

LOGIC.  Part  I.  DEDUCTION.  Cr.  8vo., 
45.  Part  II.  INDUCTION.  Cr.  8vo.,  6s.  6d. 

THE  SENSES  AND  THE  INTELLECT. 
8vo.,  155. 

THE  EMOTIONS  AND  THE  WILL 
8vo.,  155. 

PRACTICAL  ESSAYS.    Cr.  8vo.,  2s. 


DISSERTATIONS  ox  LEADING 

SOPHICAL  TOPICS.      8vo.,  75.  6d.  net 


Baldwin. — A  COLLEGE  MANUAL  OF 
RHETORIC.  By  CHARLES  SEARS  BALDWIN. 
A.M.,  Ph.D.  Crown  8vo.,  45.  6d. 


Brooks. — THE  ELEMENTS  OF  MIND  : 
being  an  Examination  into  the  Nature  of 
the  First  Division  of  the  Elementary  Sub- 
stances of  Life.  By  H.  JAMYN  BROOKS. 
8vo.,  105.  6(1.  net. 


Brough. — THE  STUDY  OF  MENTAL 
SCIENCE:  Five  Lectures  on  the  Uses  and 
Characteristics  of  Logic  and  Psychology. 
By  J.  BROUGH,  LL.D.  Crown  8vo,  25.  net. 


Crozier  (]OHN  BEATTIE). 

CIVILISATION  AND  PROGRESS  :  being 
the  Outlines  of  a  New  System  of  Political, 
Religious  and  Social  Philosophy.  8vo.,i45. 

HISTORY  OF  INTELLECTUAL  DEVEL- 
OP.i/£AT.-ontheLinesofModernEvolution. 

Vol.  I.     8vo.,  145. 

Vol.  II.     (In  preparation.) 

Vol.  III.     8vo.,  105.  6d. 


Fite. — AN  INTRODUCTORY  STUDY  OF 
ETHICS.  Bv  WARNE"  FITE.  Cr.  8vo.,  65.  64. 


Green  (THOMAS  HILL).— THE  WORKS 
OF.     Edited  by  R.  L.  NETTLESHIP. 

Vols.  I.  and  II.  Philosophical  Works.  8vo. 
165.  each. 

Vol.  III.  Miscellanies.  With  Index  to  the 
three  Volumes,  and  Memoir.  Svoi,  215. 

LECTURES  ON  THE  PRINCIPLES  OF 
POLITICAL  OBLIGATION.  With  Preface 
by  BERNARD  BOSANQUET.  8vo.,  ss. 


Gurnhill. — THK  MORALS  OP  SUICIDE. 

By  the  Rev.  J.  GUKNIULL.  H.A.  Vol.  I., 
Crown  8vo.,  55.  net.  Vol.  II.,  Crown  8vo., 
55.  net, 
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Hodgson  (SHADWORTH  H.). 
TIME  AND  SPACE:  A  Metaphysical 

Essay.     8vo.,  165. 
THE    THEORY    OF    PRACTICE:     an 

Ethical  Inquiry.     2  vols.     8vo.,  245. 
THE  PHILOSOPHY  OF  REFLECTION. 

2  VOls.       8VO.,  215. 

THE  METAPHYSIC  OF  EXPERIENCE. 
Book  I.  General  Analysis  of  Experience  ; 
Book  II.  Positive  Science;  Book  III. 
Ana  ysis  of  Conscious  Action  ;  Book  IV. 
The  Real  Universe.  4  vols.  8vo.,  365.  net. 

Hume. — THE  PHILOSOPHICAL  WORKS 
OP  DAVID  HUME.  Edited  by  T.  H.  GREEN 
and  T.  H.  GROSE.  4  vols.  8vo.,  285.  Or 
separately,  ESSAYS.  2  vols.  145.  TREATISE 
OF  HUMAN  NATURE.  2  vols.  145. 

James  (WILLIAM,  M.D.,  LL.D.). 

THE  WILL  TO  BELIEVE,  and  Other 
Essays  in  Popular  Philosophy.  Crown 
8vo.,  75.  6d. 

THE  VARIETIES  OF  RELIGIOUS  Ex-  I 
PBRIENCB:   a  Study  in  Human  Nature.  ! 
Being  the  Gifford  Lectures   on  Natural 
Religion  delivered  at  Edinburgh  in  1901- 
1902.     8vo.,  i2s.  net. 

TALKS  TO  TEACHERS  ON  PSYCHO- 
LOGY, AND  TO  STUDENTS  ON  SOME  OF 
LIFE'S  IDEALS.  Crown  8vo. ,  45.  6d. 

Justinian. — THE      INSTITUTES      OF 

JUSTINIAN:  Latin  Text,  chiefly  that  of 
Huschke,  with  English  Introduction,  Trans- 
lation, Notes,  and  Summary.  By  THOMAS 
C.  SANDARS,  M.A.  8vo.,  185. 

Kant  (IMMANUEL). 

CRITIQUE  OF  PRACTICAL  REASON, 
AND  OTHER  WORKS  ON  THE  THEORY  OP 
ETHICS.  Translated  by  T.  K.  ABBOTT, 
B.D.  With  Memoir.  8vo.,  125.  6d. 

FUNDAMENTAL  PRINCIPLES  OF  THE  \ 
METAPHYSIC  OF  ETHICS.  Translated  by  j 
T.  K.  ABBOTT,  B.D.  Crown  bvo,  35. 

INTRODUCTION  TO  LOGIC,  AND  HIS 
ESSAY  ON  THE  MISTAKEN  SUBTILTY  OF 
THE  FOUR  FIGURES.  Translated  by  T. 
K.  ABBOTT.  8vo.,  6s 

Kelly. — GOVERNMENT  OR  HUMAN 
EVOLUTION.  By  EDMOND  KELLY,  M.A., 
F.G.S.  Vol.  I.  Justice.  Crown  8vo.,  75.  6d. 
net.  Vol.  II.  Collectivism  and  Individualism. 
Crown  8vo.,  105.  6d.  net. 

K  i  1 1  i  c  k. — HANDBOOK  TO  MILL'S 
SYSTEM  OF  LOGIC.  By  Rev.  A.  H. 
KILLICK,  M.A.  Crown  8vo.,  35.  6d. 


Ladd  (GEORGE  TRUMBULL). 

PHILOSOPHY  OF  CONDUCT  :  a  Treati  se 
of  the  Facts,  Principles  and  Ideals  of 
Ethics.  8vo.,  215. 

ELEMENTS  OF  PHYSIOLOGICAL  PSY- 
CHOLOGY. 8VO.,  215. 

OUTLINES  OF  DESCRIPTIVE  PSYCHO- 
LOGY: a  Text-Book  of  Mental  Science  for 
Colleges  and  Normal  Schools.  8vo.,  125. 

OUTLINES  OF  PHYSIOLOGICAL  PSY- 
CHOLOGY. 8VO.,  125. 

PRIMER  OF  PSYCHOLOGY.  Cr.  8vo., 
55.  6d. 

Lecky(WiLLiAM  EDWARD  HARTPOLE). 

THE  MAP  OF  LIFE  :  Conduct  and 
Character.  Crown  8vo.,  55.  net. 

HISTORY  OF  EUROPEAN  MORALS 
FROM  AUGUSTUS  TO  CHARLEMAGNE.  2 
vols.  Crown  8vo.,  105.  net. 

A  SURVEY  OF  ENGLISH  ETHICS  : 
being  the  First  Chapter  of  W.  E.  H. 
Lecky's  '  History  of  European  Morals '. 
Edited,  with  Introduction  and  Notes,  by 
W.  A.  HIRST.  Crown  8vo.,  35.  6d. 

HISTORY  OF  THE  RISE  AND  INFLU- 
ENCE OF  THE  SPIRIT  OF  RATIONALISM 
IN  EUROPE.  2  vols.  Cr.  8vo.,  105.  net. 

DEMOCRACY  AND  LIBERTY. 

Library  Edition.     2  vols.     8vo.,  365. 
Cabinet  Edition.  2  vols.  Cr.  8vo.,  105.  net. 

Lutoslawski. — THE  ORIGIN  AND 
GROWTH  OF  PLATO'S  LOGIC.  With  an 
Account  of  Plato's  Style  and  of  the  Chrono- 
logy of  his  Writings.  By  WINCENTY 
LUTOSLAWSKI.  8vo.,  215. 

Max  Miiller  (F.). 

THE  SCIENCE  OF  THOUGHT.   8vo.,  215. 

THE  Six  SYSTEMS  OF  INDIAN  PHIL- 
OSOPHY. Crown  8vo.,  75.  6d.  net. 

THREE  LECTURES  ON  THE  VEDANTA 
PHILOSOPHY.  Crown  8vo.,  55. 

Mill  (JOHN  STUART). 

A  SYSTEM  OF  LOGIC.   Cr.  8vo.,  35.  6d. 

ON  LIBERTY.     Crown  8vo.,  15.  4^. 

CONSIDERATIONS  ON  REPRESENTA- 
TIVE GOVERNME&T.  Crown  8vo.,  25. 

UTILITARIANISM.     8vo.,  25.  6d. 

EXAMINATION  OF  SIR  WILLIAM 
HAMILTON'S  PHILOSOPHY.  8vo.,  165. 

NATURE,  THE  UTILITY  OF  RELIGION, 
4ND  THEISM.  Three  Essays.  8vo.,  55. 
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Mo  nek. — AN  INTRODUCTION  TO 
LOGIC.  By  WILLIAM  HENRY  S.  MONCK, 
M.A.  Crown  8vo.,  55. 

Myers. — HUMAN  PERSONALITY  AND 
ITS  SURVIVAL  OF  BODILY  DEATH.  By 
FREDERIC  W.  H.  MYERS.  2  vols.  8vo., 
425.  net. 

Pierce. — STUDIES  IN  AUDITORY  AND 
VISUAL  SPACE  PERCEPTION:  Essays  on 
Experimental  Psychology.  By  A.  H. 
PIERCE.  Crown  8vo.,  6s.  6d.  net. 

Richmond. — THE  MIND  OF  A  CHILD. 

By  ENNIS  RICHMOND.    Cr.  8vo.,  35.  6d.  net. 

Romanes. — MIND  AND  MOTION  AND 
MONISM.  By  GEORGE  JOHN  ROMANES, 
Cr.  8vo.,  45.  6d. 

Sully  (JAMES). 

AN  ESSAY  ON  LAUGHTER  :  its 
Forms,  its  Cause,  its  Development  and 
its  Value.  8vo.,  125.  6d.  net. 

THE  HUMAN  MIND  :  a  Text-book  of 
Psychology.  2  vols.  8vo.,  215. 

OUTLINES  OF  PSYCHOLOGY.  Crown 
8vo.,  gs. 

THE  TEACHER'S  HANDBOOK  OF  PSY- 
CHOLOGY. Crown  8vo.,  65.  6d. 

STUDIES  OF  CHILDHOOD.  8vo., 
125.  6d.  net. 

CHILDREN'S  WAYS:  being  Selections 
from  the  Author's  '  Studies  of  Childhood '. 
With  25  Illustrations.  Crown  8vo.,  45.  6d. 

Sutherland.  —  THE  ORIGIN  AND 
GROWTH  OF  THE  MORAL  INSTINCT.  By 
ALEXANDER  SUTHERLAND,  M.A.  2  vols. 
8vo.,  285. 

Swinburne.  —  PICTURE    LOGIC  :    an 

Attempt  to  Popularise  the  Science  of 
Reasoning.  By  ALFRED  JAMES  SWINBURNE, 
M.A.  With  23  Woodcuts.  Cr.  8vo.,  2s.  6d. 


Thomas.  —  INTUI  TIVE    SUGGES  TION. 

By  J.  W.  THOMAS,  Author  of  Spiritual  Law 
in  the  Natural  World,'  etc.  Crown  8vo., 
35.  6d.  net. 

Webb. — THE  VEIL  OF  Is  is  :  a  Series 
of  Essays  on  Idealism.  By  THOMAS  E. 
WEBB,  LL.D.,  Q.C.  8vo.,  105.  6d. 

Weber. — HISTORY  OF  PHILOSOPHY 

By  ALFRED  WEBER,  Professor  in  the  Uni- 
versity of  Strasburg.  Translated  by  FRANK 
THILLY,  Ph.D.  8vo.,  ids. 

Whately  (Archbishop). 
BACON'S  ESSAYS.  With  Annotations. 

8vo.,  los.  6d. 
ELEMENTS  OF  LOGIC.  Cr.  8vo.,  45.  6d. 

ELEMENTS  OF  RHETORIC.  Cr.  8vo., 
45.  6d. 

Zeller  (Dr.  EDWARD). 

THE  STOICS,  EPICUREANS,  AND 
SCEPTICS.  Translated  by  the  Rev.  O.  J. 
REICHEL,  M.A.  Crown  8vo.,  155. 

OUTLINES  OF  THE  HISTORY  OP 
GREEK  PHILOSOPHY.  Translated  by 
SARAH  F.  ALLEYNE  and  EVELYN  ABBOTT. 
M.A.,  LL.D.  Crown  8vo.,  105.  6d. 

PLATO  AND  THE  OLDER  ACADEMY. 
Translated  by  SARAH  F.  ALLEYNE  and 
ALFRED  GOODWIN,  B.A.  Crown  8vo.,  185. 

SOCRATES  AND  THE  SOCRATIC 
SCHOOLS.  Translated  by  the  Rev.  O. 
J.  REICHEL,  M.A.  Crown  8vo.,  105.  6d. 

ARISTOTLE  AND  THE  EARLIER  PERI- 
PATETICS. Translated  by  B.  F.  C.  Cos- 
TELLOE,  M.A.,  and  J.  H.  MUIRHEAD, 
M.A.  2  vols.  Crown  8vo.,  245. 


STONYHURST  PHILOSOPHICAL   SERIES. 


A  AfANUAL  OF  POLITICAL  ECONOMY. 
By  C.  S.  DEVAS,  M.A.     Crown  8vo.,  75.  6d. 

FIRST  PRINCIPLES    OF    KNOWLEDGE. 
By  JOHN  RICKABY,  S.J.     Crown  8vo.,  55. 

GENERAL   METAPHYSICS.      By   JOHN 
RICKABY,  S.J.     Crown  8vo.,  55. 

LOGIC.     By  RICHARD  F.  CLARKE,  S.J. 

Crown  8vo.,  55. 


MORAL  PHILOSOPHY  (ETHICS  AND 
NATURAL  LAW}.  By  JOSEPH  RICKABY,  S.J. 
Crown  8vo.,  55. 


NATURAL  THEOLOGY.      By  BERNARD 
BOEDDER,  S.J.     Crown  8vo.,  6s.  6d. 

PSYCHOLOGY.      By  MICHAEL  MAKER, 
S.J.,  D.Litt.,  M.A.  (Lond.).    Cr.  8vo.,  65.  6d 
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History  and  Science  of  Language,  &e. 


Davidson.— LEADING  AND  IMPORT- 
ANT ENGLISH  WORDS  :  Explained  and  Ex- 
emplified. By  WILLIAM  L.  DAVIDSON, 
M.A.  Fcp.  8vo.,  35.  6d. 

Graham.  —  ENGLISH    SYNONYMS, 

Classified    and    Explained :    with    Practical 
Exercises.  By  G.  F.  GRAHAM.   Fcp.  8vo.,  65. 

Max  Miiller  (F.). 
THE  SCIENCE  OF  LANGUAGE.    2  vols. 

Crown  8vo.,  IDS. 
BIOGRAPHIES  OP    WORDS,  AND  THE 

HOME  OF  THE  ARYAS.     Crown  8vo.,  55. 


Max  Mtiller  (F.)— continued. 
CHIPS  FROM  A  GERMAN  WORKSHOP. 
Vol.   III.     ESSAYS  ON  LANGUAGE  AND 
LITERATURE.     Crown  8vo.,  55. 
LAST  ESSAYS.    First  Series.    Essays 
on   Language,  Folk-lore  and  other  Sub- 
jects.    Crown  8vo.,  55. 

Roget. — THESAURUS  OF  ENGLISH 
WORDS  AND  PHRASES.  Classified  and 
Arranged  so  as  to  Facilitate  the  Expression 
of  Ideas  and  assist  in  Literary  Composition. 
By  PETER  MARK  ROGET,  M.D.,  F.R.S. 
With  full  Index.  Crown  8vo.,  95.  net. 


Political  Economy,  Economics,  &c. 


Agacy. — FREE   TRADE,  PROTECTION,  j 
DUMPING,  BOUNTIES  AND  PREFERENTIAL 
TARIFFS.      By  HENRY  A.  AGACY.      8vo., 
25.  6d.  net. 

Ashley  (W.J.). 

ENGLISH  ECONOMIC  HISTORY  AND 
THEORY.  Crown  Svo.,  Part  I.,  55.  Part 
II.,  IDS.  6d. 

SURVEYS,  HISTORIC  AND  ECONOMIC. 
Crown  8vo.,  95.  net. 

THE  ADJUSTMENT  OF  WAGES  :  a 
Study  on  the  Coal  and  Iron  Industries  of 
Great  Britain  and  the  United  States. 
With  4  Maps.  8vo.,  125.  6d.  net. 

BRITISH  INDUSTRIES  :  a  Series  of 
General  Reviews  for  Business  Men  and 
Students.  By  various  Authors.  Edited  by 
W.  J.  ASHLEY.  Crown  8vo.,  55.  6d.  net. 

Bagehot. — ECONOMIC  STUDIES.  By 
WALTER  BAGEHOT.  Crown  8vo.,  35.  6d. 

Balfour. — ECONOMIC  NOTES  ON  IN- 
SULAR FREE  TRADE.  By  the  Right  Hon. 
ARTHUR  JAMES  BALFOUR,  M.P.  8vo., 
sewed,  15.  net ;  cloth,  15.  6d.  net. 

Barnett. — PRACTICABLE  SOCIALISM: 
Essays  on  Social  Reform.  By  SAMUEL  A. 
and  HENRIETTA  BARNETT.  Crown  8vo.,  65. 

Devas. — A  MANUAL  OF  POLITICAL 
ECONOMY.  By  C.  S.  DEVAS,  M.A.  Cr.  8vo., 
75.  6d.  (Stonyhurst  Philosophical  Series.) 

Dewey. — FINANCIAL  HISTORY  OF  THE 
UNITED  STATES.  By  DAVIS  RICH  DEWEY. 
Crown  8vo.,  75.  6d.  net. 

Leslie. — ESSAYS  ON  POLITICAL  ECO- 
NOMY. By  T.  E.  CLIFFE  LESLIE,  Hon. 
LL.D.,  Dubl.  8vo.,  105.  6d. 

Macleod  (HENRY  DUNNING). 
BIMETALLISM.     8vo.,  55.  net. 
THE  ELEMENTS  OF  BANKING.     Cr. 
8vo.,  35.  6(1. 


Macleod  (HENRY  DUNNING) — cont. 
THE    THEORY    AND    PRACTICE    OF 

BANKING.  Vol.  I.  8vo.,  125.  Vol.  II.  145. 
THE    THEORY  OF    CREDIT.       Svo. 

In   i   Vol.,  305.  net;    or  separately,  Vol. 

I.,   105.   net.     Vol.  II.,  Part  I.,  105.  net. 

Vol  II.,  Part  II.  105.  net. 
INDIAN  CURRENCY.   Svo.,  2s.  6d.  net. 

Mill. — POLITICAL  ECONOMY.  By 
JOHN  STUART  MILL.  Popular  Edition.  Cr. 
8vo.,35.6rf.  Library  Edition.  2  vols.  Svo. ,305. 

Mulhall. — INDUSTRIES  AND  WEALTH 
OF  NATIONS.  By  MICHAEL  G.  MULHALL, 
F.S.S.  With  32  Diagrams.  Cr.  8vo.,  85.  6d. 

Sturgis.  —  THE  PRIME  MINISTER'S 
PAMPHLET:  a  Study  and  Some  Thoughts. 
By  JULIAN  STURGIS.  8vo.,  15.  net. 

Symes.  —  POLITICAL  ECONOMY  :  a 
Short  Text-book  of  Political  Economy. 
With  Problems  for  Solution,  Hints  for 
Supplementary  Reading,  and  a  Supple- 
mentary Chapter  on  Socialism.  By  J.  E. 
SYMES,  M.A.  Crown  8vo.,  25.  6d. 

Toynbee. — LECTURES  ON  THE  IN- 
DUSTRIAL REVOLUTION  OF  THE  ISTH  CEN- 
TURY IN  ENGLAND.  By  ARNOLD  TOYNBEE. 
8vo.,  105.  6d. 

Webb.  —  LONDON  ED  CCA  TIOX.  By 
SIDNEY  WEBB.  Crown  8vo.,  25.  6d.  net. 

Webb  (SIDNEY  and  BEATRICE). 

THE  H is TORY  OF  TRADE  UNIONISM. 

With  Map  and  Bibliography.   8vo.,  75.  6d. 

net. 
INDUSTRIAL  DEMOCRACY:  a  Study 

in  Trade  Unionism.    2  vols.  8vo.,  125.  net. 
PROBLEMS  OF  MODERN  INDUSTRY. 

8vo.,  55.  net. 
Tiu>:  HISTORY  OF  LIQUOR  LICE: 

AY  ENGLAND,  PRINCIPALLY  FROM  1700  TO 

1830.     Crown  8vo.,  25.  6d.  net. 
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Evolution,   Anthropology,  &c. 


Annandale    and    Robinson. — 

M .U.AYEXSES  :  Anthropological  and 
Zoological  Results  of  an  Expedition  to 
Perak  and  the  Siamese  Malay  States, 
1901-2.  Undertaken  by  NELSON  ANNAN- 
DAI. K  and  HERBERT  C.  ROBINSON.  With 
Plates  and  Illustrations  in  the  Text.  AN- 
THRoroLOGY,  Part  I.  410.,  155.  net. 
.  Part  I.  4to.,  305.  net.  Part  II., 
4to.,  2os.  net. 

Avebury. — THE  ORIGIN  OF  CIVILISA- 

TIOX,  and  the  Primitive  Condition  of  Man. 
By  the  Right  Hon.  LORD  AVEBURY.  With 
6  Plates  and  20  Illustrations.  8vo.,  185. 

Clodd  (EDWARD). 

THE  STORY  OF  CREATION :  a  Plain 
Account  of  Evolution.  With  77  Illustra- 
tions. Crown  8vo.,  35.  6d. 

A  PRIMER  OF  EVOLUTION:  being  a 
Popular  Abridged  Edition  of  '  The  Story 
of  Creation '.  With  Illustrations.  Fcp. 
8vo.,  is.  6d. 

Doubts  about  Darwinism.     By  a 

SEMI-DARWINIAN.      Crown  8vo.,  35.  6d. 

Keller. — QUERIES  IN  ETHNOGRAPHY. 
By  ALBERT  GALLOWAY  KELLER,  Ph.D. 
Fcp.  8vo.,  25.  net. 


Lang     and     Atkinson.  --  SOCIAL 

ORIGINS.  By  ANDREW  LANG,  M.A.,  LL.D.  ; 
and  PRIMAL  LAW.  By  J.  J.  ATKINSON. 
8vo.,  los.  6d.  net. 

Packard. — LAMARCK,  THE  FOUNDER 
OF  EVOLUTION:  his  Life  and  Work,  with 
Translations  of  his  Writings  on  Organic 
Evolution.  By  ALPHEUS  S.  PACKARD, 
M.D.,  LL.D.  With  10  Portrait  and  other 
Illustrations.  Large  Crown  8vo.,  95.  net. 

Romanes  (GEORGE    JOHN). 

ESSAYS.    Ed.  by  C.  LLOYD  MORGAN. 
Crown  8vo.,  55.  net. 

AN  EXAMINATION  OF  WEISM ANN- 
ISM.  Crown  8vo.,  65. 
DARWIN,  AND  AFTER  DARWIN:  an 
Exposition  of  the  Darwinian  Theory,  and  a 
Discussion  on  Post-Darwinian  Questions. 
Part  I.  THE  DARWINIAN  THEORY.  With 

Portrait  of  Darwin  and  125  Illustrations. 

Crown  8vo.,  105.  6d. 
Part   II.    POST-DARWINIAN   QUESTIONS: 

Heredity  and  Utility.     With  Portrait  of 

the  Author  and  5  Illustrations.    Cr.  8vo., 

105.  6d. 
Part    III.      Post-Darwinian     Questions : 

Isolation  and   Physiological  Selection. 

Crown  8vo.,  55. 


The  Science  of  Religion,  &e. 

Lang  (ANDREW) — continued. 

MODERN  MYTHOLOGY:   a  Reply  t° 
Professor  Max  Miiller.     8vo.,  gs. 

THE  MA  KING  OF  REL  IGION.  C r.  8 vo. , 
55.  net. 


Balfour.  --  THE  FOUNDATIONS  OF 
BELIEF  :  being  Notes  Introductory  to  the 
Study  of  Theology.  By  the  Right  Hon. 
ARTHUR  JAMES  BALFOUR.  Cr.  8vo.,  65.  net. 

Baring-Gould. — THE  ORIGIN  AND 
DEVELOPMENT  OF  RELIGIOUS  BELIEF. 
By  the  Rev.  S.  BARING-GOULD.  2  vols. 
Crown  8vo.,  35.  6d.  each. 

Campbell. — RELIGION  IN  GREEK  LI- 
TERATURE. By  the  Rev.  LEWIS  CAMPBELL, 
M.A.,  LL.D.  8vo.,  155. 

James. — THE  VARIETIES  OF  RE- 
LIGIOUS EXPERIENCE  :  a  Study  in  Human 
Nature.  Being  the  Gifford  Lectures  on 
Natural  Religion  delivered  at  Edinburgh  in 
1901-1902.  By  WILLIAM  JAMES,  LL.D., 
etc.  8vo.,  125.  net. 

Lang  (ANDREW). 

MAGIC  AND  RELIGION.  8vo.,  105.  6d. 

CUSTOM  AND  MYTH:  Studies  of 
Early  Usage  and  Belief.  With  15 
Illustrations.  Crown  8vo.,  35.  6d. 

MYTH,  RITUAL,  AND  RELIGION.     2 

vols.     Crown  8vo.,  75. 


Max  Miiller  (The  Right  Hon.  R). 

THE  SlLESIAN  HORSEHERD  ('  DAS 
PFERDEBURLA  ') :  Questions  of  the  Hour 
answered  by  F.  MAX  MULLER.  With  a 
Preface  by  J.  ESTLIN  CARPENTER.  Crown 
8vo.,  55. 

CHIPS  FROM  A  GERMAN  WORKSHOP. 
Vol.  IV.  Essays  on  Mythology  and  Folk- 
lore. Crown  8vo.,  5$. 

THE  Six  SYSTEMS  OF  INDIAN 
PHILOSOPHY.  Crown  8vo.,  75.  6d.  net. 

CONTRIBUTIONS  TO  THE  SCIENCE  OF 
MYTHOLOGY.  2  vols.  8vo.,  325. 

THE  ORIGIN  AND  GROWTH  OF  RELI- 
GION, as  illustrated  by  the  Religions  of 
India.  The  Hibbert  Lectures,  delivered 
at  the  Chapter  House,  Westminster 
Abbey,  in  1878.  Crown  8vo.,  55. 
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The  Science  of  Religion,  &e.— continued. 

Max  Miiller  (The  Right  Hon.  F.)—    Max  Muller  (The  Right  Hon.  F.)— 

continued.  continued. 


INTRODUCTION  TO  THE  SCIENCE  OF 
RELIGION  :  Four  Lectures  delivered  at  tl  c- 
Royal  Institution.  Crown  8vo.,  55. 

NATURAL  RELIGION.  The  Gifford 
Lectures,  delivered  before  the  University 
of  Glasgow  in  1888.  Crown  8vo.,  55. 

PHYSICAL  RELIGION.  The  Gifford 
Lectures,  delivered  before  the  University 
of  Glasgow  in  1890.  Crown  8vo.,  55. 

ANTHROPOLOGICAL  RELIGION.     The 

Gifford  Lectures,  delivered  before  the  Uni- 
versity of  Glasgow  in  1891.     Cr.  8vo.,  55. 

THEOSOPHY,  OR  PSYCHOLOGICAL  RE- 
LIGION. The  Gifford  Lectures,  delivered 
before  the  University  of  Glasgow  in  1892. 
Crown  8vo.,  55. 


THREE  LECTURES  ON  THE  VEDANTA 
PHILOSOPHY,  delivered  at  the  Royal 
Institution  in  March,  1894.  Cr.  8vo.,  55. 

LAST  ESSAYS.  Second  Series — 
Essays  on  the  Science  of  Religion. 
Crown  8vo.,  55. 

Oakesmith.  —  THE  RELIGION  OF 
PLUTARCH:  a  Pagan  Creed  of  Apostolic 
Times.  An  Essay.  By  JOHN  OAKESMITH, 
D.Litt.,  M.A.  Crown  8vo.,  55.  net. 

Wood-Martin  (W.  G.). 

TRACES  OF  THE  ELDER  FAITHS  OF 
IRELAND  :  a  Folk-lore  Sketch.  A  Hand- 
book of  Irish  Pre-Christian  Traditions. 
With  192  Illustrations.  2  vols.  8vo., 
305.  net. 

PAGAN  IRELAND  :  an  Archaeological 
Sketch.  A  Handbook  of  Irish  Pre- 
Christian  Antiquities.  With  512  Illus- 
trations. 8vo.,  155. 


Classical  Literature,  Translations,  &e. 


Abbott. — HELLENICA.  A  Collection 
of  Essays  on  Greek  Poetry,  Philosophy, 
History,  and  Religion.  Edited  by  EVELYN 
ABBOTT,  M.A.,  LL.D.  Crown  8vo.,  js.  6d. 

^Eschylus. — EUMENIDES  OF  sEscny- 

LUS.     With   Metrical   English  Translation. 
By  J.  F.  DAVIES.     8vo.,  75. 

Aristophanes.  —  THE  ACHARNIANS 
OP  ARISTOPHANES,  translated  into  English 
Verse.  By  R.  Y.  TYRRELL.  Crown  8vo.,  is. 

Becker  (W.  A.),  Translated  by  the 
Rev.  F.  METCALFE,  B.D. 

GALL  us :  or,  Roman  Scenes  in  the 
Time  of  Augustus.  With  Notes  and  Ex- 
cursuses. With  26  Illustrations.  Crown 
8vo. ,  35.  6d. 

CHARICLES  :  or,  Illustrations  ot  the 
Private  Life  of  the  Ancient  Greeks. 
With  Notes  and  Excursuses.  With  26 
Illustrations.  Crown  8vo.,  35.  6d. 

Campbell. — RELIGION  IN  GREEK  LI- 
TERATURE. By  the  Rev.  LEWIS  CAMPBELL, 
M.A.,  LL.D.,  Emeritus  Professor  of  Greek, 
University  of  St.  Andrews.  8vo.,  155. 

Cicero. — CICERO'S  CORRESPONDENCE. 
By  R.  Y.  TYRRELL.  Vols.  I.,  II.,  III.,  8vo., 
each  i2s.  Vol.  IV.,  155.  Vol.  V.,  145. 
Vol.  VI.,  125.  Vol.  VII.  Index,  75.  6d. 


Harvard    Studies     in     Classical 

Philology.  Edited  by  a  Committee  of  the 
Classical  Instructors  of  Harvard  University. 
Vols.  XL,  1900;  XII.,  1901;  XIII.,  1902; 
XIV.,  1903.  8vo.,  6s.  6d.  net  each. 

Hime. — Luc  IAN,  THE  SYRIAN  SA- 
TIRIST. By  Lieut.-Col.  HENRY  W.  L.  HIME, 
(late)  Royal  Artillery.  8vo.,  55.  net. 

Homer.  —  THE  ODYSSEY  OF  HOMER. 
Done  into  English  Verse.  By  WILLIAM 
MORRIS.  Crown  8vo.,  55.  net. 

Horace. — THE   WORKS  OF  HORACE, 

RENDERED    INTO    ENGLISH    PROSE.        With 

Life,  Introduction  and  Notes.  By  WILLIAM 
COUTTS,  M.A.  Crown  8vo.,  55.  net. 

Lang". — HOMER  AND  THE  EPIC.  By 
ANDREW  LANG.  Crown  8vo.,  95.  net. 

L  u  c  i  a  n.  -  -  TRANSLA  TIONS  FROM 
LUCIAN.  By  AUGUSTA  M.  CAMPBELL 
DAVIDSON,  M.A.  Edin.  Crown  8vo.,  55.  net. 

Ogilvie. — HORAE  LATINAE  :  Studies 
in  Synonyms  and  Syntax.  By  the  late 
ROBERT  OGILVIE,  M.A.,  LL.D.,  H.M.  Chief 
Inspector  of  Schools  for  Scotland.  Edited 
by  ALEXANDER  SOUTER,  M.A.  With  a 
Memoir  by  JOSEPH  OGILVIE,  M.A.,  LL.D. 
8vo.,  125.  brf.  net. 
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Classical  Literature,  Translations,  &c. — continued. 

Rich. — A  DICTIONARY  OF  ROMAN  AND    Virgil — continued. 


GREEK  ANTIQUITIES.     By  A.  RICH,  B.A. 
With  2000  Woodcuts.    Crown  8vo.,  65.  net. 


Sophocles. — Translated  into  English 
Verse.  By  ROBERT  WHITELAW,  M.A., 
Assistant  Master  in  Rugby  School.  Cr.  8vo., 
8s.  6d. 

Theophrastus. — THE  CHARACTERS 
OF  THEOPHRASTUS  :  a  Translation,  with 
Introduction.  By  CHARLES  E.  BENNETT 
and  WILLIAM  A.  HAMMOND,  Professors  in 
Cornell  University.  Fcp.  8vo.,  2s.  6d.  net. 

Tyrrell.  —  DUBLIN  TRANSLATIONS 
INTO  GREEK  AND  LATIN  VERSE.  Edited 
by  R.  Y.  TYRRELL.  8vo.,  6s. 

Virgil. 

THE  POEMS  OF  VIRGIL.  Translated 
into  English  Prose  by  JOHN  CONINGTON. 
Crown  8vo.,  6s. 


THE  ^ENEID  OF  VIRGIL.  Translated 
into  English  Verse  by  JOHN  CONINGTON. 
Crown  8vo.,  6s. 

THE  ^ENEIDS  OF  VIRGIL.  Done  into 
English  Verse.  By  WILLIAM  MORRIS. 
Crown  8vo.,  55.  net. 

THE  ALNEID  OF  VIRGIL^  freely  trans- 
lated into  English  Blank  Verse.  By 
W.  J.  THORNHILL.  Crown  8vo.,  65.  net. 

THE  ^ENEID  OF  VIRGIL.    Translated 
into  English  Verse  by  JAMES  RHOADES. 
Books  I. -VI.     Crown  8vo.,  55. 
Books  VII. -XII.     Crown  8vo.,  55. 

THE  ECLOGUES  AND  GEORGICS  OF 
VIRGIL.  Translated  into  English  Prose 
by  J.  W.  MACKAIL,  Fellow  of  Balliol 
College,  Oxford.  i6mo.,  55. 

Wilkins. — THE    GROWTH    OF    THE 
HOMERIC  POEMS.  By  G.  WILKINS.  8vo.,6s. 


Poetry  and  the  Drama. 


Arnold. —  THE  LIGH T  OF  THE  WORLD  :    Cochrane. — COLLECTED  VERSES.  By 

or,    The    Great    Consummation.       By    Sir  ;       ALFRED   COCHRANE,  Author  of  '  The  Kes- 
EDWIN    ARNOLD.      With    14    Illustrations 
after  HOLMAN  HUNT.     Crown  8vo.,  55.  net. 


Bell  (MRS.  HUGH). 

CHAMBER  COMEDIES  :  a  Collection 
of  Plays  and  Monologues  for  the  Drawing 
Room.  Crown  8vo.,  55.  net. 


FAIRY  TALE  PLAYS,  AND  How  TO 
ACT  THEM.  With  91  Diagrams  and  52 
Illustrations.  Crown  8vo.,  35.  net. 


NURSERY  COMEDIES  :  Twelve  Tiny 
Plays  for  Children.      Fcap.  8vo.,  TS.  6</. 


RUMPELSTILTZKIN :  a  Fairy  Play  in  , 
Five  Scenes  (Characters,  7  Male ;  i  Fe-  ! 
male).      From    '  Fairy   Tale    Plays    and 
How  to  Act  Them  '.     With  Illustrations, 
Diagrams  and  Music.    Cr.  8vo.,  sewed,  6d. 


trel's  Nest,  and  other  Verses,'  '  Leviore 
Plectro,'  etc.  With  a  Frontispiece  by  H.  J. 
FORD.  Fcp.  8vo.,  55.  net. 


Dabney. —  THE   MUSICAL   BASIS   OF 

VERSE  :  a  Scientific  Study  of  the  Prin- 
ciples of  Poetic  Composition.  By  J.  P. 
DABNEY.  Crown  8vo.,  65.  6d.  net. 

Graves.  -  -  CLYT^EMNESTRA  :  A 
TRAGEDY.  By  ARNOLD  F.  GRAVES.  With 
a  Preface  by  ROBERT  Y.  TYRRELL,  Litt.D. 
Crown  8vo.,  55.  net. 

Hither  and   Thither :    Songs  and 

Verses.  By  the  Author  of  '  Times  and 
Days,'  etc.  Fcp.  8vo.,  55. 

Ingelow  OEAN). 

POETICAL  WORKS.  Complete  in 
One  Volume.  Crown  8vo.,  gilt  top,  6s.  net. 

LYRICAL  AND  OTHER  POEMS.  Selec- 
ted from  the  Writings  of  JEAN  INGELOW. 
Fcp.  8vo.,  25.  6d.  cloth  plain,  35.  cloth  gilt. 
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Poetry  and   the 

Kendall.  --  POEMS  OF  HENRY 
CLARENCE  KENDALL.  With  Memoir  by 
FREDERICK  C.  KENDALL.  Crown  8vo.,  65. 

Lang  (ANDREW). 

GRASS  OF  PARNASSUS.  Fcp.  8vo., 
25.  6d.  net. 

THE  BLUE  POETRY  BOOK.  Edited 
by  ANDREW  LANG.  With  100  Illustrations. 
Crown  8vo,,  gilt  edges,  6s. 

Lecky. — POEMS.  By  WILLIAM  ED- 
WARD HARTPOLE  LECKY.  Fcp.  8vo.,  55. 

Lytton  (The  Earl  of),  (OWEN 
MEREDITH). 

THE  WANDERER.    Cr.  8vo.,  105.  6d. 
LUCILE.     Crown  8vo.,  IDS.  6d. 
SELECTED  POEMS.    Cr.  8vo.,  IDS.  6d. 

Macaulay. — LA  YS  OFANCIENT  ROME, 
WITH  «  IVRY'  AND  '  THE  ARMADA  '.      By 
Lord  MACAULAY. 
Illustrated  by  G.  SCHARF.  Fcp.  4to.,  los.  6d. 

Bijou        Edition. 

i8mo.,  2s.  6d.  gilt  top. 

--    Popular   Edition. 


Fcp.  4to.,  6d.  sewed,  is.  cloth. 
Illustrated  by  J.    R.   WEGUELIN.     Crown 

8vo.,  35.  net. 
Annotated  Edition.     Fcp.  8vo.,  is.  sewed, 

is.  6d.  cloth. 

MacDonald. — A  BOOK  OF  STRIFE,  IN 

THE  FORM  OF  THE  DlARY  OF  AN  OLD 

SOUL  :    Poems.     By  GEORGE  MACDONALD, 
LL.D.     i8mo.,  6s. 


Morris  (WILLIAM). 

POETICAL  WORKS  -LIBRARY  EDITION. 
Complete  in   n  volumes.      Crown  8vo., 
price  5s.  net  each. 

THE  EARTHLY  PARADISE.  4  vols. 
Crown  8vo.,  55.  net  each. 

THE  LIFE  AND  DEATH  OF  JASON. 
Crown  8vo.,  55.  net. 

THE  DEFENCE  OF  GUENEVERE,  and  j 
other  Poems.     Crown  8vo.,  55.  net. 

THE  STORY  OF  SIGURD  THE  VOLSUNG^ 
AND  THE  FALL  OF  THE  NIBLUNGS.  Cr. 
8vo.,  55.  net. 


Drama — continued. 
Morris  (WILLIAM) — continued. 

POEMS  BY  THE  WAY,  AND  LOVE  is 
ENOUGH.  Crown  8vo.,  5*.  net. 

THE  ODYSSEY  OF  HOMER.  Done 
into  English  Verse.  Crown  8vo.,  55.  net. 

THE  S£NEIDS  OF  VIRGIL.  Done 
into  English  Verse.  Crown  8vo.,  5s.  net. 

THE  TALE  OF  BEOWULF,  SOMETIME 

KING  OF  THE  FOLK  OF  THE  WEDERGEA  TS. 

Translated  by  WILLIAM  MORRIS  and  A. 

J.  WYATT.     Crown  8vo.,  55.  net. 
Certain  of  the  POETICAL  WORKS  may  also  be 

had  in  the  following  Editions  : — 

THE  EA  R  THL  Y  PA  RA  DISE. 

Popular   Edition.     5  vols.     i2mo.,  255. ; 

or  5s.  each,  sold  separately. 
The  same  in  Ten   Parts,  255.;  or  2s.  6d. 

each,  sold  separately. 
Cheap    Edition,    in  i  vol.     Crown  8vo., 

6s.  net. 

POEMS  BY  THE  WAY.  Square  crown 
8vo.,  6s. 

THE  DEFENCE  OF  GUENEVERE,  and 
Other  Poems.  Cheaper  Impression. 
Fcp.  8vo.,  is.  6d.  net. 

%*  For    Mr.    William    Morris's    other 
Works,  see  pp.  27,  28,  37  and  40. 

Mors  et  Victoria.     Cr.  8vo.,  55.  net. 

*#*  This  is  a  drama  in  three  acts,  the 
scene  of  which  is  laid  in  France 
shortly  after  the  massacre  of  St. 
Bartholomew. 

Morte  Arthur:  an  Alliterative  Poem 
of  the  Fourteenth  Century.  Edited  from 
the  Thornton  MS.,  with  Introduction, 
Notes  and  Glossary.  By  MARY  MACLEOD 
BANKS.  Fcp.  8vo.,  35.  6d. 


Nesbit. — LA  YS  AND  LEGENDS.  By  E. 
NESBIT  (Mrs.  HUBERT  BLAND).  First 
Series.  Crown  8vo.,  3$.  6d.  Second  Series. 
With  Portrait.  Crown  8vo-,  55. 

R  i  1  e  y .  —  OLD  FA  SHIONED  ROSES  : 
Poems.  By  JAMES  WHITCOMB  RILEY. 
i2mo.,  gilt  top,  55. 

Romanes. — A  SELECTION  FROM  THE 
POEMS  OF  GEORGE  JOHN  ROMANES,  M.A., 
LL.D.,  F.R.S.  With  an  Introduction  by 
T.  HERBERT  WARREN,  President  of  Mag- 
dalen College,  Oxford.  Crown  8vo.,  45.  6<f, 
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Poetry  and  the  Drama— continued. 


Savage- Armstrong. — BALLADS    OF 

Dowx.      By    G.    F.    SAVAGE- ARMSTRONG, 
M.A.,  D.Litt.     Crown  8vo.,  75.  6d. 

Shakespeare. 

BOIVDLER 's  FAMILY  SHAKESPEARE. 
With  36  Woodcuts,  i  vol.  8vo.,  145. 
Or  in  6  vols.  Fcp.  8vo.,  215. 

THE  SHA  KESPEA  RE  BIR  THDA  y  BOOK. 
By  MARY  F.  DUNBAR.  32mo.,  15.  6d. 

Stevenson. — A  CHILD  s  GARDEN  OF 

VERSES.     By  ROBERT  Louis  STEVENSON. 
Fcp.  8vo.,  gilt  top,  55. 


Trevelyan. — CECILIA    GONZAGA  :    a 

Drama.      By    R.    C.    TREVELYAN.      Fcp. 
8vo.,  25.  6d.  net. 


Wagner. — THE  NIBELUNGEN  RING. 

Done  into  English  Verse  by  REGINALD 
RANKIN,  B.A.,  of  the  Inner  Temple,  Barris- 
ter-at-Law. 


Vol.  I.     Rhine  Gold,  The  Valkyrie. 
8vo.,  gilt  top,  45.  6d. 


Fcp. 


Vol.    II. 
Gods. 


Siegfried,   The   Twilight   of  the 
Fcp.  8vo.,  gilt  top,  45.  6d. 


Fiction,   Humour,  &e. 


Anstey  (F.). 

VOCES  POPULI.  (Reprinted  from 
'Punch'.) 

First  Series.  With  20  Illustrations  by  J. 
BERNARD  PARTRIDGE.  Cr.  8vo.,  gilt 
top,  35.  net. 

Second  Series.  With  25  Illustrations  by  J. 
BERNARD  PARTRIDGE.  Cr.  8vo.,  gilt  top, 
3s.  net. 

THE  MAN  FROM  BLANKLEY'S,  and 
other  Sketches.  (Reprinted  from  '  Punch '.) 
With  25  Illustrations  by  J.  BERNARD 
PARTRIDGE.  Cr.  8vo.,  gilt  top,  35.  net. 

Bailey  (H.  C.). 

MY  LADY  OF  ORANGE  :  a  Romance 
of  the  Netherlands  in  the  Days  of  Alva. 
With  8  Illustrations.  Crown  8vo.,  6s. 

KARL  OF  E REACH  :    a  Tale  of  the 

Thirty  Years'  War.      Crown  8vo.,  6s. 

THE  MASTER  OF  GRAY  :  a  Tale  of 
the  Days  of  Mary  Queen  of  Scots. 
Crown  8vo.,  6s. 

Beaconsfield  (The  Earl  of). 
NOVELS    AND    TALES.       Complete 
in  ii  vols.     Crown  Svo.,  is.  6d.  each,  or 
vols.,  gilt  top,  155.  net. 


111  seta,  ii    vuio.,  gi 

Vivian  Grey. 
The     Young     Duke  ; 
Count    Alarcos  :    a 
Tragedy. 
Alroy  ;        Ixion        in 
Heaven  ;    The    In- 
fernal       Marriage  ; 
Popanilla. 
Tancred. 

Contarini      Fleming  ; 
The  Rise  of  Iskan- 
der. 
Sybil. 
Henrietta  Temple. 
Venetia. 
Coningsby. 
Lothair. 
Endymion. 

NOVELS  AND  TALES.  THE  HUGH- 
EXDEN  EDITIOX.  With  2  Portraits  and 
Ii  Vignettes,  n  vols,  Crown  8vo.,  425. 


Bottome. — LIFE,  THE  INTERPRETER. 
By  PHYLLIS  BOTTOME.  Crown  8vo.,  6s. 

Churchill. — SAVROLA  :  a  Tale  of  the 

Revolution  in  Laurania.  By  WINSTON 
SPENCER  CHURCHILL,  M.P.  Cr.  8vo.,  6s. 

Converse. — LONG  WILL  :  a  Tale  of 

Wat  Tyler  and  the  Peasant  Rising  in  the 
Reign  of  Richard  II.  By  FLORENCE  CON- 
VERSE. With  6  Illustrations  by  GARTH 
JONES.  Crown  8vo.,  6s. 

Davenport. — BY  THE  RAMPARTS  OF 
JEZREEL  :  a  Romance  of  Jehu,  King  of 
Israel.  By  ARNOLD  DAVENPORT.  With 
Frontispiece  by  LANCELOT  SPEED.  Crown 
8vo.,  6s. 

Dougall. — BEGGARS  ALL.  By  L. 
DOUGALL.  Crown  8vo.,  35.  6d. 

Doyle  (Sir  A.  CONAN). 

MICAH  CLARKE:  A  Tale  of  Mon- 
mouth's  Rebellion.  With  10  Illustra- 
tions. Cr.  8vo.,  35.  6d. 

THE  REFUGEES:  A  Tale  of  the 
Huguenots.  With  25  Illustrations.  Cr. 
8vo.,  3s.  6d. 

THE  STARK  MUNRO  LETTERS.  Cr. 
8vo.,  35.  6d. 

THE  CAPTAIN  OF  THE  POLESTAR, 
and  other  Tales.  Cr.  8vo.,  3s.  6d. 

Dunbar.  —  THE  SONS  d1   CORMAC  : 

Irish  Legends.      By  Ai.nis  DfNHAK.      With 
S  Illustrations  : 
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Farrar  (F.  W.,  late  DEAN  OF  CAN-  |  Haggard  (H.  RIDER) — continued. 
TERBURY). 

BEATRICE.     With  Frontispiece  and 
DARKNESS  AND  DAWN:  or,  Scenes 

in  the  Days  of  Nero.     An  Historic  Tale. 
Cr.  8vo.,  gilt  top,  65.  net. 

GATHERING  CLOUDS  :  a  Tale  of  the 
Days  of  St.  Chrysostom.  Cr.  8vo.,  gilt 
top,  6s.  net. 


Fowler  (EDITH  H.). 

THE  YOUNG  PRETENDERS.  A  Story 
of  Child  Life.  With  12  Illustrations  by 
Sir  PHILIP  BURNE-JONES,  Bart.  Crown 
8vo.,  65. 

THE  PROFESSOR'S  CHILDREN.  With 
24  Illustrations  by  ETHEL  KATE  BURGESS. 
Crown  8vo.,  65. 


Francis  (M.  E.). 

CHRISTIAN  THAL  :  a  Story  of  Musi- 
cal Life.  Crown  8vo.,  6s. 

FIANDERS  WIDOW.     Cr.  8vo.,  6s. 

YEOMAN  FLEETWOOD.  With  Fron- 
tispiece. Crown  8vo.,  35.  net. 

PASTORALS  OF  DORSET.  With  8 
Illustrations.  Crown  8vo.,  6s. 

THE  MANOR  FARM.  With  Frontis- 
piece by  CLAUD  C.  DU  PRE  COOPER. 
Crown  8vo.,  6s. 


Froude. — THE  Two  CHIEFS  OF  DUN- 
BOY:  an  Irish  Romance  of  the  Last  Century. 
By  JAMES  A.  FROUDE.  Cr.  8vo.,  3$.  6d. 

Haggard  Side,  The :  being  Essays 

in  Fiction.     By  the  Author  of  '  Times  and 
Days,'  '  Auto  da  Fe,'  &c.     Crown  8vo.,  55. 


Haggard  (H.  RIDER). 

ALLAN    QUATERMAIN.       With    31 
Illustrations.     Crown  8vo.,  35.  6d. 

ALLAN'S  WIFE,     With  34  Illustra- 
tions.    Crown  8vo.,  35.  6d. 


Vignette.     Crown  8vo.,  35.  6d. 
BLACK  HEART  AND  WHITE  HEART, 

AND   OTHER  STORIES.      With  33  Illustra- 

tions.     Crown  8vo.,  35.  6d. 

CLEOPATRA.  With  29  Illustrations. 
Crown  8vo.,  35.  6d. 

COLONEL  QUARITCH,  V.C.  With 
Frontispiece  and  Vignette.  Cr.  8vo.,  35.  6d. 

DAWN.  With  1 6  Illustrations.  Cr. 
8vo.,  35.  6d. 

DR.  THERNE.     Crown  8vo.,  35.  6d. 

ERIC  BRIGHTEYES.  With  51  Illus- 
trations. Crown  8vo.,  35.  6d. 

HEART  OF  THE  WORLD.  With  15 
Illustrations.  Crown  8vo.,  35.  6d. 

JOAN  HASTE.  With  20  Illustrations. 
Crown  8vo.,  35.  6d. 

LYSBETH.  With  26  Illustrations. 
Crown  8vo.,  6s. 

MAIWA'S  REVENGE.    Cr.  8vo.,  is.  6d. 

MONTEZ  UMA  'S  DA  UGHTER .  Wi  th  2  4 
Illustrations.  Crown  8vo. ,  35.  6d. 

MR.  MEESON'S  WILL.  With  16 
Illustrations.  Crown  8vo..  3s.  6d. 

NADA  THE  LILY.  With  23  Illustra- 
tions. Crown  8vo.,  35.  6d. 

PEARL-MAIDEN:  a  Tale  of  the 
Fall  of  Jerusalem.  With  16  Illustrations. 
Crown  8vo.,  6s. 

SHE.  With  32  Illustrations.  Crown 
8vo.,  3s.  6d. 

STELLA  FREGELIUS  :  A  Tale  of 
Three  Destinies.  Crown  8vo.,  6s. 

SWALLOW  :  a  Tale  of  the  Great  Trek. 
With  8  Illustrations.  Crown  8vo.,  35.  6d. 

THE  PEOPLE  OF  THE  MIST.  With 
16  Illustrations.  Crown  8vo.,  35.  6d. 


THE    WITCH'S   HEAD.       With 
Illustrations.     Crown  8vo.,  35.  6d. 
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Haggard  and  Lang.— THE  WORLD'S 

DESIRE.  By  H.  RIDER  HAGGARD  and 
ANDREW  LANG.  With  27  Illustrations. 
Crown  8vo.,  35.  6d. 

Harte. — IN  THE  CARQUINEZ  WOODS. 
By  BRET  HARTE.  Crown  8vo.,  35.  6d, 

Hope. — THE  HEART  OF  PRINCESS 
OSRA.  By  ANTHONY  HOPE.  With  9  Illus- 
trations. Crown  8vo.,  35.  6d. 

Howard. — THE  FAILURE  OF  SUCCESS. 

By  Lady  MABEL  HOWARD.  Crown  8vo., 
6s. 

Hutchinson. — A  FRIEND  OF  NELSON. 

By  HORACE  G.  HUTCHINSON.     Cr.  8vo.,  65. 

Jerome. — SKETCHES  IN  LAVENDER: 
BLUB  AND  GREEN.  By  JEROME  K.  JEROME, 
Author  of  « Three  Men  in  a  Boat,'  etc. 
Crown  8vo.,  35.  6d. 

Joyce. — OLD  CELTIC  ROMANCES. 
Twelve  of  the  most  beautiful  of  the  Ancient 
Irish  Romantic  Tales.  Translated  from  the 
Gaelic.  By  P.  W.  JOYCE,  LL.D.  Crown 
8vo.,  35.  6rf. 

Lang  (ANDREW). 

A  MONK  OF  FIFE  ;  a  Story  of  the 
Days  of  Joan  of  Arc.  With  13  Illustra- 
tions by  SELVVYN  IMAGE.  Crown  8vo., 
35.  6d. 

THE  DISENTANGLERS.  With  7 
Full-page  Illustrations  by  H.  J.  FORD. 
Crown  8vo.,  65. 

Lyall  (EDNA). 
THE  HINDERERS.  Crown  8vo. ,  2s.  6d. 

THE  A  UTOBIOGRAPHYOF  A  SLANDER. 
Fcp.  8vo.,  15.  sewed. 

Presentation  Edition.  With  20  Illustra- 
tions by  LANCELOT  SPEED.  Crown 
8vo.,  2s.  6d.  net. 

DOREEN.  The  Story  of  a  Singer. 
Crown  8vo.,  6s. 

WAYFARING  MEN.     Crown  8vo.,  65. 

HOPE  THE  HERMIT  :  a  Romance  of 
Borrowdale.  Crown  8vo.,  6s. 


Marchmont. — IN   THE  NAME  OF  A 

WOMAN:  a  Romance.  By  ARTHUR  W. 
MARCHMONT.  With  8  Illustrations.  Crown 
8vo.,  65. 


Mason  and  Lang.  —PARSON KELLY. 

By  A.  E.  W.  MASON  and  ANDREW  LANG. 
Crown  8vo.,  35.  6d. 


Max  Miiller.  —  DEUTSCHE  LIEBE 
(GERMAN  LOYE)  :  Fragments  from  the 
Papers  of  an  Alien.  Collected  by  F.  MAX 
MULLER.  Translated  from  the  German  by 
G.  A.  M.  Crown  8vo.,  gilt  top,  55. 


Melville  (G.  J.  WHYTE). 


The  Gladiators. 
The  Interpreter. 
Good  for  Nothing. 
The  Queen's  Maries. 

Crown  8vo.,  15.  6d.  each. 


Holmby  House. 
Kate  Coventry. 
Digby  Grand. 
General  Bounce. 


Merriman. — FLOTSAM.-   A   Story  of 

the  Indian  Mutiny.  By  HENRY  SETON 
MERRIMAN.  With  Frontispiece  and  Vig- 
nette by  H.  G.  MASSEY.  Crown  8vo., 
35.  6d. 


Morris  (WILLIAM). 

THE  SUNDERING  FLOOD.  Cr.  8vo., 
7*.  6d. 

THE  WATER  OF  THE  WONDROUS 
ISLES.  Crown  8vo.,  75.  6d. 

THE  WELL  A  T  THE  WORLD'S  END. 
2  vols.  8vo.,  285. 

THE  WOOD  BEYOND  THE  WORLD. 
Crown  8vo.,  65.  net. 

THE  STORY  OF  THE  GLITTERING 
PLAIN,  which  has  been  also  called  The 
Land  of  the  Living  Men,  or  The  Acre 
of  the  Undying.  Square  post  8vo., 
55.  net. 
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Morris  (WILLIAM) — continued. 

THE  ROOTS  OF  THE  . MOUNTAINS^ 
wherein  is  told  somewhat  of  the  Lives  of 
the  Men  of  Burgdale,  their  Friends,  their 
Neighbours,  their  Foemen,  and  their 
Fellows-in-Arms.  Written  in  Prose  and 
Verse.  Square  crown  8vo.,  8s. 


A  TALE  OF  THE  HOUSE  OF  THE 
WOLFINGS,  and  all  the  Kindreds  of  the 
Mark.  Written  in  Prose  and  Verse. 
Square  crown  8vo.,  65. 

A  DREAM  OF  JOHN  BALL,  AND  A 
KING'S  LESSON.  i6mo.,  25.  net. 

NEWS  FROM  NOWHERE;  or,  An 
Epoch  of  Rest.  Being  some  Chapters 
from  an  Utopian  Romance.  Post  8vo., 
is.  6d. 

THE  STORY  OF  GRETTIR  THE  STRONG. 

Translated  from  the  Icelandic  by  EIRIKR 
MAGNUSSON  and  WILLIAM  MORRIS.  Cr. 
8vo.,  55.  net. 

THREE  NORTHERN  LOVE  STORIES, 
AND  OTHER  TALES.  Translated  from  the 
Icelandic  by  EIRIKR  MAGNUSSON  and 
WILLIAM  MORRIS.  Crown  8vo.,  6s.  net. 

%*  For    Mr.    William    Morris's   other 
Works,  see  pp.  24,  37  and  40. 


Newman  (Cardinal). 

Loss  AND  GAIN:    The    Story  of  a 
Convert.     Crown  8vo.,  35.  6d. 

CALLISTA  :    A    Tale    of   the   Third 
Century.     Crown  8vo.,  35.  6d. 


Phillipps-Wolley. — SNAP:  a  Legend 
of  the  Lone  Mountain.  By  C.  PHILLIPPS- 
WOLLEY.  With  13  Illustrations.  Crown 
8vo.,  3s.  6d. 


Portman. — STA  TION  STUDIES  :  being 
the  Jottings  of  an  African  Official.  By 
LIONEL  PORTMAN.  Crown  8vo.,  55.  net. 


Sewell  (ELIZABETH  M.). 

A  Glimpse  of  the  World,  Amy  Herbert. 

Laneton  Parsonage.  Cleve  Hall. 

Margaret  Percival.  Gertrude. 

Katharine  Ashton.  Home  Life. 

The  Earl's  Daughter.  After  Life. 

The  Experience  of  Life.  Ursula.     Ivors. 

Cr.  8vo.,  cloth  plain,  is.  6d.  each.     Cloth 
extra,  gilt  edges,  2s.  6d.  each. 


Sheehan.  —  LUKE    DELMEGE.      By 

the  Rev.  P.  A.  SHEEHAN,  D.D.,  Author  of 
'  My  New  Curate  '.     Crown  8vo.,  6s. 


Somerville 

(MARTIN). 


(E.    CE.)    and    Ross 


SOME  EXPERIENCES  OF  AN  IRISH 
R.M.  With  31  Illustrations  by  E.  CE. 
SOMERVILLE.  Crown  8vo.,  6s. 

ALL  ON  THE  IRISH  SHORE  :  Irish 
Sketches.  With  10  Illustrations  by  E. 
CE.  SOMERVILLE.  Crown  8vo.,  6s. 


THE    REAL     CHARLOTTE. 
8vo.,  35.  6d. 


Crown 


THE  SILVER  Fox.     Cr.  8vo.,  35.  6d. 
AN  IRISH  COUSIN.     Crown  8vo.,  65. 

Stevenson  (ROBERT  Louis). 

THE  STRANGE  CASE  OF  DR.JEKYLL 
AND  MR.  HYDE.  Fcp.  8vo.,  is.  sewed, 
is.  6d.  cloth. 

THE  STRANGE  CASE  OF  DR. 
JEKYLL  AND  MR.  HYDE;  WITH  OTHER 
FABLES.  Crown  8vo.,  bound  in  buckram, 
with  gilt  top,  55.  net. 

'  Silver  Library  '  Edition.    Crown  8vo., 
3s.  6rf. 

MORE  NEW  ARABIAN  NIGHTS — THE 
DYNAMITER.  By  ROBERT  Louis  STEVEN- 
SON and  FANNY  VAN  DE  GRIFT  STEVEN- 
SON. Crown  8vo.,  35.  6d. 

THE  WRONG  Box.  By  ROBERT 
Louis  STEVENSON  and  LLOYD  OSBOURNE. 
Crown  8vo.,  35.  6d. 
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Suttner. — LAY  DOWN    YOUR   ARMS    Walford  (L.  B.) — continued. 

(Die  Waff  en  Niedcr) :  The  Autobiography 
of  Martha  von  Tilling.  By  BERTHA  VON 
SUTTNER.  Translated  by  T.  HOLMES. 
Cr.  8vo.,  15.  6d. 


Trollope  (ANTHONY). 
THE  WARDEN.     Cr.  8vo.,  is.  6d. 
BARCHESTER  TOWERS. 


Vaughan. — OLD  BENDRIKS  TALES. 
By  Captain  ARTHUR  O.  VAUGHAN.  With  12 
Full-page  Illustrations  by  J.  A.  SHEPHERD. 
Crown  Svo. 


Walford  (L.  B.). 
STAY-AT-HOMES.     Crown  8vo.,  65. 
CHARLOTTE.     Crown  8vo.,  65. 
ONE  OF  OURSELVES.     Cr.  8vo.,  65. 
THE  INTRUDERS.  Crown  8vo.,  2s.  6d. 
LEDDY  MARGET.   Crown  8vo.,  25.  6d. 

IVA  KILDARE  :  a  Matrimonial  Pro- 
blem.    Crown  8vo.,  25.  6d. 

MR.    SMITH:   a    Part    of  his    Life. 
Crown  8vo.,  2s.  6d. 

THE  BABY'S    GRANDMOTHER.     Cr. 
8vo.,  25.  6d. 


COUSINS.     Crown  8vo.,  25.  6d. 
TROUBLESOME    DAUGHTERS. 

8vo.,  25.  6d. 


Cr. 


PAULINE.     Crown  8vo.,  25.  6d. 
DICK  NETHERBY.     Cr.  8vo.,  25.  6d. 

THE   HISTORY  OF  A     WEEK.      Cr. 
8vo.  25.  6d. 

A  STIFF-NECKED  GENERATION.     Cr. 
8vo.  25.  6d. 

NAN,  and  other  Stories.     Cr.  8vo., 

25.  6d. 


THE   MISCHIEF   OF  MONICA. 
8vo.,  25.  6d. 


Cr. 


THE  ONE   GOOD   GUEST.     Cr.   8vo. 

25.  6d. 

1  PLOUGHED,'     and     other     Stories. 
Crown  8vo.,  25.  6d. 

THE  MA  TCHMAKER.    Cr.  8vo. ,  25.  6d. 


Ward.— ONE    POOR    SCRUPLE.      By 
Mrs.  WILFRID  WARD.     Crown  8vo.,  65. 


Weyman  (STANLEY). 

THE  HOUSE  OF  THE  WOLF.  With 
Frontispiece  and  Vignette.  Crown  8vo., 
35.  6d. 

A  GENTLEMAN  OF  FRANCE.  With 
Frontispiece  and  Vignette.  Cr.  8vo.,  65. 

THE  RED  COCKADE.  With  Frontis- 
piece and  Vignette.  Crown  8vo.,  65. 

SHREWSBURY.  With  24  Illustra- 
tions by  CLAUDE  A.  SHEPPERSON.  Cr. 
8vo.,  65. 

SOPHIA.  With  Frontispiece.  Crown 
8vo.,  65. 

THE    LONG    NIGHT  :    A    Story    of 

Geneva  in  1602.     Crown  8vo.,  65. 


Yeats  (S.  LEVETT). 

THE  CHEVALIER  DAURIAC.  Crown 
8vo.,  35.  6d. 

THE  TRAITOR'S  WAY.     Cr.  8vo.,  65, 


Yoxall. — THE  ROMM ANY  STONE.    By 
J.  H.  YOXALL,  M.P.     Crown  8vo.,  65. 
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Popular  Science  (Natural  History,  &c.). 
Furneaux  (W.).  Hudson  (W.  H.). 


THE  OUTDOOR  WORLD;  or  The 
Young  Collector's  Handbook.  With  18 
Plates  (16  of  which  are  coloured),  and  549 
Illustrations  in  the  Text.  Crown  8vo., 
gilt  edges,  6s.  net. 

BUTTERFLIES  AND  MOTHS  (British). 
With  12  coloured  Plates  and  241  Illus- 
trations in  the  Text.  Crown  8vo.,  gilt 
edges,  6s.  net. 

LIFE  IN  PONDS  AND  STREAMS. 
With  8  coloured  Plates  and  331  Illustra- 
tions in  the  Text.  Crown  8vo.,  gilt 
edges,  6s.  net. 

THE  SEA  SHORE.  With  8  Coloured 
Plates  and  300  Illustrations  in  the  Text. 
Crown  8vo.,  6s.  net. 


Hartwig  (GEORGE). 

THE  SEA  AND  ITS  LIVING  WONDERS. 
With  12  Plates  and  303  Woodcuts.  Svo., 
gilt  top,  75.  net. 


THE  TROPICAL  WORLD.  With  8 
Plates  and  172  Woodcuts.  8vo.,  gilt 
top,  75.  net. 

THE  POLAR  WORLD.  With  3  Maps, 
8  Plates  and  85  Woodcuts.  8vo.,  gilt 
top,  75.  net. 

THE  SUBTERRANEAN  WORLD.  With 
3  Maps  and  80  Woodcuts.  8vo.,  gilt 
top,  75.  net. 


Helmholtz. — POPULAR  LECTURES  ON 
SCIENTIFIC  SUBJECTS.  By  HERMANN  VON 
HELMHOLTZ.  With  68  Woodcuts.  2  vols. 
Cr.  8vo.,  35.  6d.  each. 


Hoffmann. — ALPINE  FLORA  :  For 
Tourists  and  Amateur  Botanists.  With 
Text  descriptive  of  the  most  widely  dis- 
tributed and  attractive  Alpine  Plants.  By 
JULIUS  HOFFMANN.  Translated  by  E.  S. 
BARTON  (Mrs.  A.  GEPP).  With  40  Plates 
containing  250  Coloured  Figures  from 
Water-Colour  Sketches  by  HERMANN 
FRIESE.  8vo.,  75.  6d.  net. 


HAMPSHIRE  DAYS.     With  n  Plates 

and  36  Illustrations  in  the  Text  from 
Drawings  by  BRYAN  HOOK,  etc.  8vo., 
IDS.  6d.  net. 


BIRDS  AND  MAN. 
8vo.,  65.  net. 


Large    crown 


NATURE  IN  DOWNLAND.  With  12 
Plates  and  14  Illustrations  in  the  Text  by 
A.  D.  McCoRMicK.  8vo.,  los.  6d.  net. 

BRITISH  BIRDS.  With  a  Chapter 
on  Structure  and  Classification  by  FRANK 
E.  BEDDARD,  F.R.S.  With  16  Plates  (8 
of  which  are  Coloured),  and  over  100  Illus- 
trations in  the  Text.  Crown  8vo.,  gilt 
edges,  65.  net. 


Millais. — THE  NATURAL  HISTORY  OF 
THE  BRITISH  SURFACE  FEEDING-DUCKS. 
By  JOHN  GUILLE  MILLAIS,  F.Z.S.,  etc. 
With  6  Photogravures  and  66  Plates  (41  in 
Colours)  from  Drawings  by  the  Author, 
ARCHIBALD  THORBURN,  and  from  Photo- 
graphs. Royal  4to.,  £6  6s. 


Proctor  (RICHARD  A.). 

LIGHT  SCIENCE  FOR  LEISURE  HOURS. 
Familiar  Essays  on  Scientific  Subjects. 
Crown  8vo.,  35.  6d. 

Ro  UGH  WA  YS  MA DE  SMOO  TH.  Fam i - 
liar  Essays  on  Scientific  Subjects.  Crown 
8vo.,  35.  6d. 

PLEASANT  WA  YS  IN  SCIENCE.  Crown 
8vo.,  35.  6d. 

NATURE  STUDIES.  By  R.  A.  PROC- 
TOR, GRANT  ALLEN,  A.  WILSON,  T. 
FOSTER  and  E.  CLODD.  Cr.  8vo.,  35.  6d. 

LEISURE  READINGS.  By  R.  A.  PROC- 
TOR, E.  CLODD,  A.  WILSON,  T.  FOSTER 
and  A.  C.  RANYARD.  Cr.  8vo.,  35.  6d. 

%*  For  Mr.  Proctor's  other  books  see  pp.  16 
and  35,  and  Messrs.  Longmans  &•  Co. '5  Cata- 
logue of  Scientific  Works. 


MESSRS.  LONGMANS  &  CO.'S  STANDARD  AND  GENERAL  WORKS.         31 


Popular    Science    (Natural  History,  &e.) — continued. 

Wood  (Rev.  J.  G.) — continued. 


Stanley. — A  FAMILIAR  HISTORY  OF 
BIRDS.  By  E.  STANLEY,  D.D.,  formerly 
Bishop  of  Norwich.  With  160  Illustrations. 
Cr.  8vo.,  35.  6d. 


Wood  (Rev.  J.  G.). 

HOMES  WITHOUT  HANDS:  A  Descrip- 
tion of  the  Habitations  of  Animals,  classed 
according  to  their  Principle  of  Construc- 
tion. With  140  Illustrations.  8vo.,  gilt 
top,  75.  net. 

INSECTS  AT  HOME  :  A  Popular  Ac- 
count of  British  Insects,  their  Structure, 
Habits  and  Transformations.  With  700 
Illustrations.  8vo. ,  gilt  top,  75.  net. 


INSECTS  ABROAD  :  A  Popular  Ac- 
count of  Foreign  Insects,  their  Structure, 
Habits  and  Transformations.  With  600 
Illustrations.  8vo.,  75.  net. 

OUT  OF  DOORS;  a  Selection  of 
Original  Articles  on  Practical  Natural 
History.  With  n  Illustrations.  Cr.  8vo., 
35.  6d. 

PETLAND  REVISITED.  With  33 
Illustrations.  Cr.  8vo.,  35.  6d. 

STRANGE  DWELLINGS:  a  Description 
of  the  Habitations  of  Animals,  abridged 
from  '  Homes  without  Hands'.  With  60 
Illustrations.  Cr.  8vo.,  35.  6d. 


Works  of  Reference. 


Annual  Register  (The).     A  Review 

of  Public  Events  at  Home  and  Abroad,  for 

the  year  1902.     8vo.,  185. 

Volumes  of  the   Annual   Register    for    the 

years    1863-1901  can  still  be  had.      i8s. 

each. 

Charities   Register,  The  Annual 

A.\D  DIGEST:  being  a  Classified  Register 
of  Charities  in  or  available  in  the  Metropolis. 
8vo.,  55.  net. 

Chisholm.  —  HANDBOOK  OF  COM- 
MERCIAL GEOGRAPHY.  By  GEORGE  G. 
CHISHOLM,  M.A.,  B.Sc.,  Fellow  of  the 
Royal  Geographical  and  Statistical 
Societies.  With  19  Folding-out  Maps  and 
Numerous  Maps  in  the  Text.  8vo.,  155.  net. 

Gwilt. — AN  ENCYCLOPEDIA  OF  AR- 
CHITECTURE. By  JOSEPH  GWILT,  F.S.A. 
With  1700  Engravings.  Revised  (1888), 
with  Alterations  and  Considerable  Addi- 
tions by  WYATT  PAPWORTH.  8vo.,  2is. 
net. 

Longmans'  GAZETTEER  OF  THE 
WORLD.  Edited  by  GEORGE  G.  CHIS- 
HOLM, M.A.,  B.Sc.  Imperial  8vo.,  185.  net 
cloth  ;  2 is.  half-morocco. 

Maunder  (SAMUEL). 

BIOGRAPHICAL  TREASURY.  With 
Supplement  brought  down  to  1889.  By 
Rev.  JAMES  WOOD.  Fcp.  8vo.,  65. 


Maunder  (SAMUEL)  —  continued. 

THE  TREASURY  OF  BIBLE  KNOW- 
LEDGE. By  the  Rev.  J.  AYRE,  M.A.  With 
5  Maps,  15  Plates,  and  300  Woodcuts. 
Fcp.  8vo.,  6s. 

TREASURY  OF  KNOWLEDGE  AND  LIB- 
RARY OF  REFERENCE.  Fcp.  8vo.,  6s. 

THE  TREASURY  OF  BOTANY.  Edited 
by  J.  LINDLEY,  F.R.S.,  and  T.  MOORE, 
F.L.S.  With  274  Woodcuts  and  20  Steel 
Plates.  2  vols.  Fcp.  8vo.,  i2s. 

Rich.  —  A  DICTIONARY  OF  ROMAN  AND 
GREEK  ANTIQUITIES.  By  A.  RICH,  B.A. 
With  2000  Woodcuts.  Crown  8vo.,  6s.  net. 

Roget.  —  THESA  UR  us  OF  ENGLISH 
WORDS  AND  PHRASES.  Classified  and  Ar- 
ranged so  as  to  Facilitate  the  Expression  of 
Ideas  and  assist  in  Literary  Composition. 
By  PETER  MARK  ROGET,  M.D.,  F.R.S. 
Recomposed  throughout,  enlarged  and  im- 
proved, partly  from  the  Author's  Notes,  and 
with  a  full  Index,  by  the  Author's  Son, 
JOHN  LEWIS  ROGET.  Crown  8vo.,  gs.  net. 


--  POPULAR  TABLES  for  giving 
information  for  ascertaining  the  value  of 
Lifehold,  Leasehold,  and  Church  Property, 
the  Public  Funds,  etc.  By  CHARLES  M. 
WILLICH.  Edited  by  H.  BENCE  JONES. 
Crown  8vo.,  los.  6d. 
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Children's  Books. 


Adelborg. — CLEAN  PETER  AND  THE 
CHILDREN  OF  GRUBBYLEA.  By  OTTILIA 
ADELBORG.  Translated  from  the  Swedish 
by  Mrs.  GRAHAM  WALLAS.  With  23 
Coloured  Plates.  Oblong  4to.,  boards, 
35.  6d.  net. 

Alick's    Adventures.  —  By    G.    R. 

With   8    Illustrations   by   JOHN    HASSALL. 
Crown  8vo.,  35.  6d. 

Bold  Turpin  :  a  Romance,  as  Sung 
by  Sam  Weller.     With  16  Illustrations  in  j 
Colour  by  L.  D.  L.    Oblong  410.,  boards,  65.  j 

Brown. — THE  BOOK  OF  SAINTS  AND 
FRIENDLY  BEASTS.  By  ABBIE  FARWELL 
BROWN.  With  8  Illustrations  by  FANNY  Y. 
CORY.  Crown  8vo.,  45.  6d.  net. 

Crake  (Rev.  A.  D.). 

EDWY  THE  FAIR;  or,  The  First 
Chronicle  of  ^Escendune.  Cr.  8vo. ,  silver 
top,  25.  net. 

ALFGAR  THE  DANE  ;  or,  The  Second 
Chronicle  of  ^Sscendune.    Cr.  8vo.,  silver  ! 
top,  2s.  net. 

THE  RIVAL  HEIRS  :  being  the  Third 
and  Last  Chronicle  of -#£scendune.  Cr. 
8vo.,  silver  top,  25.  net. 

THE  HOUSE  OF  WALDERNE.  A  Tale 
of  the  Cloister  and  the  Forest  in  the  Days 
of  the  Barons'  Wars.  Crown  8vo.,  silver 
top,  25.  net. 

BRIAN  FITZ- COUNT.  A  Story  of 
Wallingford  Castle  and  Dorchester 
Abbey.  Cr.  8vo.,  silver  top,  25.  net. 

Dent. — IN    SEARCH    OF    HOME  :     a 

Story  of  East-End  Waifs  and  Strays.     By 
PHYLLIS  O.    DENT.      With  a  Frontispiece  j 
in  Colour  by  HAMEL  LISTER.     Crown  8vo.,  I 
35.  6d.  net. 

Henty  (G.  A.). — EDITED  BY. 

YULE  LOGS  :  A  Story-Book  for  Boys. 
By  VARIOUS  AUTHORS.  With  61  Illus- 
trations. Crown  8vo.,  gilt  edges,  35.  net. 

YULE  TIDE   YARNS:  a  Story-Book 
for  Boys.    By  VARIOUS  AUTHORS.    With 
45  Illustrations.      Cr.  8vo.,  gilt  edges,  35.  ! 
net. 


Lang  (ANDREW). — EDITED  BY. 

THE  BLUE  FAIRY  BOOK.  With  138 
Illustrations.  Crown  Svo.,  gilt  edges,  6s. 

THE  RED  FAIRY  BOOK.  With  100 
Illustrations.  Crown  8vo.,  gilt  edges,  6s. 

THE  GREEN  FAIRY  BOOK.  With  99 
Illustrations.  Crown  8vo.,  gilt  edges,  t>s. 

THE  GREY  FAIRY  BOOK.  With  65 
Illustrations.  Crown  8vo.,  gilt  edges,  6s. 

THE  YELLOW  FAIRY  BOOK.  With 
104  Illustrations.  Cr.  8vo.,  gilt  edges,  65. 

THE  PINK  FAIRY  BOOK.  With  67 
Illustrations.  Crown  Svo.,  gilt  edges,  6s. 

THE  VIOLET  FAIRY  BOOK.  With  8 
Coloured  Plates  and  54  other  Illustrations. 
Crown  8vo.,  gilt  edges,  6s. 

THE  CRIMSON  FAIRY  BOOK.  With 
8  Coloured  Plates  and  43  other  Illustra- 
tions. Crown  8vo.,  gilt  edges,  6s. 

THE  BL  UE  POE  TR  Y  BOOK.  With  i  oo 
Illustrations.  Crown  8vo.,  gilt  edges,  6s. 

THE  TRUE  STORY  BOOK.  With  66 
Illustrations.  Crown  8vo.,  gilt  edges,  6s. 

THE  RED  TR  UE  STOR  Y  BOOK.    With 

ioo  Illustrations.     Cr.  8vo.,  gilt  edges,  6s. 

THE  ANIMAL  STORY  BOOK.  With 
67  Illustrations.  Cr.  8vo.,  gilt  edges,  6s. 

THE  RED  BOOK  OF  ANIMAL  STORIES. 

With  65  Illustrations.     Crown   8vo.,  gilt 
edges,  6s. 

THE  ARABIAN  NIGHTS  ENTERTAIN- 
MENTS. With  66  Illustrations.  Cr.  8vo., 
gilt  edges,  6s. 

THE  BOOK  OF  ROMANCE.  With  8 
Coloured  Plates  and  44  other  Illustrations. 
Crown  8vo.,  gilt  edges,  6s. 

Lyall. — THE  SURGES  LETTERS  :  a 
Record  of  Child  Life  in  the  Sixties.  By 
EDNA  LYALL.  With  Coloured  Frontispiece 
and  8  other  Full-page  Illustrations  by 
WALTER  S.  STAGEY.  Crown  8vo.,  25.  6d. 

Meade  (L.  T.). 

DADDY'S  BOY.  With  8  Illustrations. 
Crown  8vo.,  gilt  edges,  35.  net. 

DEB  AND   THE  DUCHESS.     With  7 

Illustrations.     Cr.  8vo.,  gilt  edges,  35.  net. 

THE  BERESFORD  PRIZE.      With   7 

Illustrations.     Cr.  8vo.,  gilt  edges,  35.  net. 

THE  HOUSE  OF  SURPRISES.  With  6 
Illustrations.  Cr.  8vo.,  gilt  edges,  35.  net. 
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Children's  Books— continued. 


Packard.  -  -  THE        YOUNG       ICE  \ 

!.ERS:  a  Tale  for  Boys.  By  WIN- 
THROP  PACKARD.  With  16  Illustrations. 
Crown  Svo.,  6i. 

Penrose. — CHUBBY:   A   NUISANCE. 

By    Mrs.   PENROSE.     With    8    Illustrations 
by  G.  G.  MANTON.     Crown  8vo.,  35.  6d. 

Praeger  (ROSAMOND). 

THE  ADVENTURES  OF  THE  THREE 
BOLD  BABES  :  HECTOR,  H 0x0x1  A  AND 
ALISAXDER.  A  Story  in  Pictures.  With 
24  Coloured  Plates  and  24  Outline  Pic- 
tures. Oblong  410.,  35.  6d. 

THE  FURTHER  DOINGS  OF  THE  THREE  I 
BOLD  BABES.     With  24  Coloured  Pictures 
and  24  Outline  Pictures.  Oblong  ^to.,^s.6d. 

Roberts.  —  THE  ADVENTURES  OF 
CAPTAIN  JOHN  SMITH  ;  Captain  of  Two 
Hundred  and  Fifty  Horse,  and  sometime 
President  of  Virginia.  By  E.  P.  ROBERTS. 
With  17  Illustrations  and  3  Maps.  Crown 
8vo.,  55.  net. 

Stevenson. — A  CHILD'S  GARDEN  OF 
VERSES.  By  ROBERT  Louis  STEVENSON. 
Fcp.  8vo.,  gilt  top,  55. 


Upton  (FLORENCE  K.  AND  BERTHA). 

THE  ADVENTURES  OF  Two  DUTCH 
DOLLS  AND  A  '  GOLLIWOGG  '.  With  31 
Coloured  Plates  and  numerous  Illustra- 
tions in  the  Text.  Oblong  4to.,  65. 

THE  GOLLIWOGG 's  BICYCLE  CLUB. 
With  31  Coloured  Plates  and  numerous 
Illustrations  in  the  Text.  Oblong  410.,  65. 

THE  GOLLIWOGG  AT  THE  SEASIDE. 
With  31  Coloured  Plates  and  numerous 
Illustrations  in  the  Text.  Oblong  410. ,  65. 

THE  GOLLIWOGG  IN  WAR.  With  31 
Coloured  Plates.  Oblong  4to.,  6s. 

THE  GOLLIWOGG'S  POLAR  ADVEN- 
TURES. With  31  Coloured  Plates.  Ob- 
long 4to.,  6s. 

THE    GOLLIWOGG' s    AUTO-GO-CART. 

.  With  31  Coloured  Plates  and  numerous 

Illustrations  in  the  Text.  Oblong  410.,  65. 

THE  GOLLIWOGG' s  AIR-SHIP.    With 

30  Coloured  Pictures  and  numerous  Illus- 
trations in  the  Text.     Oblong  4to.,  6s. 

THE  GOLLIWOGG' s  CIRCUS.  With  31 
Coloured  Pictures.  Oblong  410.,  boards, 
6s. 

THE  VEGE-MEN'S  'REVENGE.     With 

31  Coloured  Plates  and  numerous  Illus- 
trations in  the  Text.     Oblong  410.,  6s. 


The  Silver  Library. 

CROWN  Svo.     35.  6d.  EACH  VOLUME. 


Arnold's  (Sir   Edwin)  Seas  and  Lands.    With 
71  Illustrations,     y.  6d. 

Bagehot's  (W.)  Biographical  Studies,     y.  6d. 
Bagehot's  (W.)  Economic  Studies,     y.  6d. 

Bagehot's  (W.)  Literary  Studies.  With  Portrait. 
3  vols. ,  y.  6d.  each. 

Baker's  (Sir   S.   W.)  Eight   Years  in  Ceylon. 

With  6  Illustrations,     y.  6d. 

Baker's  (Sir  S.  W.)  Rifle  and  Hound  in  Ceylon. 

With  6  Illustrations.     3^.  6d. 

Baring-Gould's    Rev.  S.   Curious  Myths  of  the 
Middle  Ages.     y.  6J. 

Baring-Gould's  (Rev.  S.)  Origin  and  Develop- 
ment ot  Religious  Belief.    2  vols.    y.  t>d.  each. 

Becker's  i  W.  A. )  Callus  :  or,  Roman  Scenes  in  the 
Time  of  Augustus.     With  26  Illus.     y.  6d. 


Becker's  (W.  A.)  Charicles:  or,  Illustrations  of 
the  Private  Life  of  the  Ancient  Greeks. 
With  26  Illustrations,  y.  6d. 

Bent's  (J.  T.)  The  Ruined  Cities  of  Mashona- 
land.  With  117  Illustrations,  y.  6d. 

Brassey's  (Lady)  A  Voyage  in  the  '  Sunbeam  '. 

With  66  Illustrations.     31.  6d. 

Buckle's  (H.  T.)  History  of  Civilisation  in 
England.  3  vols.  IQS.  6d. 

Churchill's  (Winston  S.)  The  Story  of  the 
Malakand  Field  Force,  1897.  With  6  Maps 
and  Plans.  3^.  6d. 

Clodd's  (E.)  Story  of  Creation:  a  Plain  Account 
of  Evolution.  With  77  Illustrations.  y.  6d. 

Conybeare  (Rev.  W.  J.)  and  Howson's  (Very 
Rev.  J.  S.)  Life  and  Epistles  of  St.  Paul. 

With  46  Illustrations,     y.  6d. 
Dougall's  (L.)  Beggars  All :  a  Novel.     3^.  6d. 
Doyle's  (Sir  A.  Conan)  Micah  Clarke.    A  Tale  of 

Monmoutn's  Rebellion.  With  10  Illusts.  3^.  6tf. 
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The  Silver  Library — continued. 


Doyle's   (Sir  A.   Conan)  The  Captain    of  the 

Polestar,  and  other  Tales,     y.  6d. 

Doyle's  (Sir  A.  Conan)  The  Refugees :  A  Tale  of 
the  Huguenots.  With  25  Illustrations,  y  6ct. 

Doyle's  (Sir  A.  Conan)  The  Stark  Munro  Letters. 
y.  6d. 

Froude's  (J.  A.)  The  History  of  England,  from 
the  Fall  of  Wolsey  to  the  Defeat  of  the 
Spanish  Armada.  12  vols.  y.  6d.  each. 

Froude's  ( J.  A.)  The  English  in  Ireland.  3  vols. 
IOJ.  6d. 

Froude's  (J.  A.)  The  Divorce  of  Catherine  of 
Aragon.  y.  6d. 

Froude's   (J.  A.)    The   Spanish   Story   of  the 

Armada,  and  other  Essays.     y.  6d. 

Froude's  (J.  A.)  English  Seamen  in  the  Sixteenth 
Century.  35.  6d. 

Froude's  (J.  A.)  Short  Studies  on  Great  Sub- 
jects. 4  vols.  35.  6d.  each. 

Froude's  (J.  A.)  Oceana,  or  England  and  Her 
Colonies.  With  9  Illustrations.  y.  6d. 

Froude's  (J.  A.)  The  Council  of  Trent.    3*.  6d. 

Froude's  (J.  A.)  The  Life  and  Letters  of 
Erasmus,  y.  6d. 

Froude's  (J.  A.)  Thomas  Carlyle :  a  History  of 
his  Life. 

1795-1835.    2  VOlS.    JS.      1834-1881.    2  V01S.    7-f. 

Froude's  (J.  A.)  Caesar :  a  Sketch.     y.  6d. 

Froude's  (J.  A.)  The  Two  Chiefs  of  Dunboy  :  an 

Irish  Romance  of  the  Last  Century,     y.  6d. 

Froude's  (J.   A.)    Writings,    Selections    from. 

y.  6d. 

Oleig's  (Rev.  G.  R.)  Life  of  the  Duke  of 
Wellington.  With  Portrait.  35.  6d. 

Greville's  (C.  C.  F.)  Journal  of  the  Reigns  of 
King  George  IY.,  King  William  IV.,  and 
Queen  Victoria.  8  vols. ,  y.  6d.  each. 

Haggard's  (H.  R.)  She :  A  History  of  Adventure,  j 
With  32  Illustrations.     3.?.  6d. 

Haggard's  (H.  R.)  Allan  Quatermain.  With 
20  Illustrations.  3^.  6d. 

Haggard's  (H.  R.)  Colonel  Quaritch,  V.C.  :  a 
Tale  of  Country  Life.  With  Frontispiece 
and  Vignette,  y.  6d. 

Haggard's  (H.  R.)|Cleopatra.  With  29  Illustra- 
tions, y.  6d. 

Haggard's  (H.  R.)  Eric  Brighteyes.  With  51 
Illustrations,  y.  6d. 


Haggard's  (H.  R.)  Beatrice.  With  Frontispiece 
and  Vignette.  y.  6d. 

Haggard's  (H.  R.)  Black  Heart  and  White  Heart. 

With  33  Illustrations.     y.  6d. 

Haggard's  (H.  R.)  Allan's  Wife.  With  34  Illus- 
trations. 3*.  6d. 

Haggard  (H.  R.)  Heart  of  the  World.     With 

15  Illustrations.     3^.  6d. 

Haggard's  (H.  R.)  Montezuma's  Daughter.  With 
25  Illustrations,  y.  6d. 

Haggard's  (H.  R.)  Swallow :  a  Tale  of  the  Great 
Trek.  With  8  Illustrations,  y.  6d. 

Haggard's  (H.  R.)  The  Witch's  Head.  With 
1 6  Illustrations,  y.  6d. 

Haggard's  (H.  R.)  Mr.  Meeson's  Will.  With 
16  Illustrations.  y.  6d. 

Haggard's  (H.  R.)  Nada  the  Lily.  With  23 
Illustrations,  y.  6d. 

Haggard's (H.R.)  Dawn.  With  i6Illusts.  y.  6d. 

Haggard's  (H.  R.)  The  People  of  the  Mist.    With 

16  Illustrations,     y.  6d. 

Haggard's  (H.  R.)  Joan  Haste.  With  20  Illus- 
trations, y.  6d. 

Haggard  (H.  R.)  and  Lang's  (A.)  The  World's 
Desire.  With  27  Illustrations.  3^.  6d. 

Harte's  (Bret)  In  the  Carquinez  Woods  and 
other  Stories,  y.  6d. 

Helmholtz's  (Hermann  von)  Popular  Lectures 
on  Scientmc  Subjects.  With  68  Illustrations. 
2  vols.  y.  6d.  each. 

Hope's  (Anthony)  The  Heart  of  Princess  Osra. 

With  9  Illustrations.      y.  6d, 

Hewitt's  (W.)  Visits  to   Remarkable  Places. 

With  80  Illustrations.     y.  6d. 

Jefferies'  (R.)  The   Story  of  My  Heart:    My 

Autobiography.     With  Portrait,     y.  6d. 

Jefferies'  (R.)  Field  and  Hedgerow.  With 
Portrait.  3J.  6d. 

Jefferies'  (R.)  Red  Deer.  With  17  Illusts.   3*.  6d. 

Jefferies'  (R.)  Wood  Magic:  a  Fable.  With 
Frontispiece  and  Vignette  by  E.  V.  B.  y.  6d. 

Jefferies  (R.)  The  Toilers  of  the  Field.  With 
Portrait  from  the  Bust  in  Salisbury  Cathedral. 
y.  6d. 

Kaye  (Sir  J.)  and  Malleson's  (Colonel)  History 
of  the  Indian  Mutiny  of  1857-8.  6  vols. 
y.  6d.  each. 

Knight's  (E.  F.)  The  Cruise  of  the   'Alerte': 

the  Narrative  of  a  Search  for  Treasure  on 
the  Desert  Island  of  Trinidad.  With  2 
Maps  and  23  Illustrations,  y.  6d. 
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Knight's (E.  F.)  Where  Three  Empires  Meet:  a 

Narrative  of  Recent  Travel  in  Kashmir, 
\\Vstern  Tibet,  Baltistan,  Gilgit.  With  a  Map 
and  54  Illustrations.  3^.  6d. 

Knight's    E.  F.)  The  'Falcon'  on  the  Baltic:  a 

Coasting  Voyage  from  Hammersmith  to 
Copenhagen  in  a  Three-Ton  Yacht.  With 
Map  and  n  Illustrations.  y.  6d. 

Kostlin's  ( J.)  Life  of  Luther.  With  62  Illustra- 
tions and  4  Facsimiles  of  MSS.  y.  6d. 

Lang's  (A.)  Angling  Sketches.  With  20  Illustra- 
tions, y.  6d. 

Lang's  ( A.)  Custom  and  Myth :  Studies  of  Early 
Usage  and  Belief.  3*.  6d. 

Lang's  (A.)  Cock  Lane  and  Common-Sense,  y.  6d. 

Lang's  (A.)  The  Book  of  Dreams  and  Ghosts, 

y.  6  /. 

Lang's  (A.)  A  Monk  of  Fife:  a  Story  of  the 
Days  of  Joan  of  Arc.  With  13  Illustrations. 
y.  6d. 

Lang's  (A.)  Myth,  Ritual,  and  Religion.  2  vols.  75. 

Lees  (J.  A.)  and  Clutterbuck's  (W.  J.)  B.C. 
1887,  A  Ramble  in  British  Columbia.  With 
Maps  and  75  Illustrations,  y.  6d 

Levett-Yeats'    (S.)    The    Chevalier    D'Auriac. 

y.  6d. 

Macaulay  s  (Lord)  Complete  Works.    '  Albany  '  j 
Edition.    With  12  Portraits.    12  vols.    3^.  6d. 
each. 

Macaulay's  (Lord)  Essays  and  Lays  of  Ancient 
Rome,  etc.  With  Portrait  and  4  Illustrations 
to  the  '  Lays  '.  3^.  6d. 

Macleod's  (H.  D.)  Elements  of  Banking.     3*.  6d. 

Marshman's  (J.  C.)  Memoirs  of  Sir  Henry 
Havelock.  y.  6d. 

Mason  (A.  E.  W.)  and  Lang's  (A.)  Parson  Kelly. 

3  - 

Merivale's  (Dean)  History  of  the  Romans 
under  the  Empire.  8  vols.  y.  6d.  each. 

Mcrriman's  (H.  S.  Flotsam  :  A  Tale  of  the 
Indian  Mutiny.  ^s.  6d. 

Mill's  (J.  S.)  Political  Economy.    35.  6d. 
Mill's  (J.  8.)  System  of  Logic,     y.  6d. 

Milner's  (Geo.)  Country  Pleasures  :  the  Chroni- 
cle of  a  Year  chiefly  in  a  Garden,  y.  6d. 

Nansen's  (F.)  The  First  Crossing  of  Greenland. 

With  142  Illustrations  and  a  Map.     3^.  6d. 

Phillipps-Wolley's  (C.)  Snap :  a  Legend  of  the 
Lone  Mountain  With  13  Illustrations.  3^.  6d. 


Proctor's  (R.  A.)  The  Orbs  Around  Us.     y.  6d. 
Proctor's  (R.  A.)  The  Expanse  of  Heaven,  y.  6d. 

Proctor's   (R.  A.)   Light    Science    for  Leisure 
Hours,     y.  6d. 

Proctor's  (R.  A.)  The  Moon.     3*.  6d. 

Proctor's  (R.  A.)  Other  Worlds  than  Ours.  3^.6^. 


Proctor's  (R.  A.)  Our  Place  among  Infinities  : 

a  Series  of  Essays  contrasting  our  Little 
Abode  in  Space  and  Time  with  the  Infinities 
around  us.  y.  6d. 

Proctor's  (R.  A.)  Other  Suns  than  Ours.  3^.  6d. 

Proctor's  (R.  A.)  Rough  Ways  made  Smooth. 

y.  6d. 

Proctor's(R.  A.)  Pleasant  Ways  in  Science.  y.6d. 

Proctor's  (R.  A.)  Myths  and  Marvels  of  As- 
tronomy. y.  6d. 

Proctor's  (R.  A.)  Nature  Studies.     y.  6d. 

Proctor's  (R.  A.)  Leisure  Readings.  By  R.  A. 
PROCTOR,  EDWARD  CLODD,  ANDREW 
WILSON,  THOMAS  FOSTER,  and  A.  C. 
RANYARD.  With  Illustrations,  y.  6d. 

Rossetti's  (Maria  F.)  A  Shadow  of  Dante,  y.  6J. 

Smith's  (R.  Bosworth)  Carthage  and  the  Cartha- 
ginians. With  Maps,  Plans,  etc.  y.  6d. 

Stanley's  (Bishop)  Familiar  History  of  Birds. 

With  160  Illustrations.     3^.  6d. 

Stephen's  (Sir  Leslie)  The  Playground  of  Europe 
(The  Alps).  With  4  Illustrations.  y.  6d. 

Stevenson's  (R.  L.)  The  Strange  Case  of  Dr. 
Jekyll  and  Mr.  Hyde;  with  other  Fables.  3^.6^. 


Stevenson  (R.  L.)  and  Osbourne's  (LI.)  The 
Wrong  Box.  3^.  6d. 

Stevenson  (Robert  Louis)  and  Stevenson's 
(Fanny  van  de  Grift)  More  New  Arabian 
Nights.  —  The  Dynamiter.  3^.  6d. 

Trevelyan's  (Sir  G.  0.)  The  Early  History  of 
Charles  James  Fox.  3.?.  6d. 

Weyman's  (Stanley  J.)  The  House  of  the 
Wolf  :  a  Romance.  3^.  6d. 

Wood's  (Rev.  J.  G.)  Petland  Revisited.     With 

33  Illustrations      y.  6d. 

Wood's  (Rev.  J.  G.)  Strange  Dwellings.     With 

60  Illustrations.     3?.  6d. 

Wood's  (Rev.   J.  G.)  Out  of  Doors.     With  u 

Illustrations.     35.  6d, 
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Cookery,    Domestic  Management,   &e. 


Acton.  —  MODERN  COOKERY.  By 
ELIZA  ACTON.  With  150  Woodcuts.  Fcp. 
8vo.,  45.  6d. 

Angwin. — SIMPLE  HINTS  ON  CHOICE 
OF   FOOD,    with   Tested    and    Economical  ; 
Recipes.    For  Schools,  Homes,  and  Classes 
for  Technical  Instruction.  By  M.C.  ANGWIN,  i 
Diplomate    (First   Class)    of    the   National 
Union  for  the  Technical  Training  of  Women,  i 
etc.     Crown  8vo.,  is. 

Ashby. — HEALTH  IN  THE  NURSERY. 
By  HENRY  ASHBY,  M.D.,  F.R.C.P.,  Physi- 
cian to  the  Manchester  Children's  Hospital. 
With  25  Illustrations.  Crown  8vo.,  35.  net. 

Bull  (THOMAS,  M.D.). 

HINTS  TO  MOTHERS  ON  THE  MAN- 
AGEMENT OF  THEIR  HEALTH  DURING  THE 
PERIOD  OF  PREGNANCY.  Fcp.  8vo.,  sewed, 
15.  6d. ;  cloth,  gilt  edges,  25.  net. 

THE  MATERNAL  MANAGEMENT  OF 
CHILDREN  IN  HEALTH  AND  DISEASE. 
Fcp.  8vo.,  sewed,  15.  6d.  ;  cloth,  gilt 
edges,  25.  net. 

De  Salis  (Mrs.). 

A  LA  MODE  COOKERY:  Up-to- 
date  Recipes.  With  24  Plates  (16  in 
Colour).  Crown  8vo.,55.  net. 

CAKES  AND  CONFECTIONS  A  LA 
MODE.  Fcp.  8vo.,  15.  6d. 

DOGS  :  A  Manual  for  Amateurs. 
Fcp.  8vo.,  i5.  6d. 

DRESSED  GAME  AND  POULTRY  A  LA 
MODE.  Fcp.  8vo.,  15.  6d. 

DRESSED  VEGETABLES  A  LA  MODE. 
Fcp.  8vo.,  15  6d. 

DRINKS  A  LA  MODE.  Fcp.Svo.,  is.6d. 


De  Salis   (Mrs.)— continued. 
ENTREES  A  LA   MODE.     Fcp.  8vo., 

15.  6d. 

FLORAL  DECORATIONS.  Fcp.  8vo., 
15.  6d. 

GARDENING  %  LA  MODE.  Fcp.  8vo. 
Part  I.,  Vegetables,  15.  6d.  Part  II., 
Fruits,  15.  6d. 

NATIONAL  VIANDS  A  LA  MODE.  Fcp. 
8vo.,  is.  6d. 

NEW-LAID  EGGS.     Fcp.  8vo.,  is.  6d. 
OYSTERS  A   LA   MODE.     Fcp.  8vo., 

15.  6d. 

PUDDINGS  AND  PASTRY  A  LA  MODE. 
Fcp.  8vo.,  15.  6d. 

SAVOURIES  A  LA  MODE.  Fcp.  8vo., 
is.6d. 

SOUPS  AND  DRESSED  FISH  A  LA 
MODE.  Fcp.  8vo.,  15.  td. 

SWEETS  AND  SUPPER  DISHES  A  LA 
MODE.  Fcp.  8vo.,  15.  6d. 

TEMPTING  DISHES  FOR  SMALL  IN- 
COMES. Fcp.  8vo.,  is.  6d. 

WRINKLES  AND  NOTIONS  FOR 
E  VERY  HOUSEHOLD.  Crown  8vo. ,  15.  bd. 

Lear. — MAIGRE  COOKERY.  By  H.  L. 
SIDNEY  LEAR.  i6mo.,  25. 

Poole. — COOKERY  FOR  THE  DIABETIC. 
By  W.  H.  and  Mrs.  POOLE.  With  Preface 
by  Dr.  PAVY.  Fcp.  8vo.,  25.  bd. 

Rotheram. — HOUSEHOLD  COOKERY 
RECIPES.  By  M.  A.  ROTHERAM,  First  Cla*s 
Diplomee,  National  Training  School  of 
Cookery,  London  ;  Instructress  to  the  Bed- 
fordshire County  Council.  Crown  8vo.,  25. 


The  Fine  Arts  and  Music. 

Burne-Jones. — THE  BEGINNING  OF  Hamlin. — A     TEXT-BOOK    OF     THE 

THE    WORLD:     Twenty-five    Pictures    by  HISTORY  OF  ARCHITECTURE.     By  A.  D.  F. 

Sir  EDWARD  BURNE-JONES,  Bart.     Medium  HAMLIN,    A.M.      With    229    Illustrations. 

4to.,  Boards,  75.  6d.  net.  Crown  8vo.,  75.  6d. 


Burns  and  Colenso. — LIVING  ANA- 
TOMY. By  CECIL  L.  BURNS,  R.B.A.,  and 
ROBERT  J.  COLENSO,  M.A.,  M.D.  40  Plates, 
ii \  by  8|  ins.,  each  Plate  containing  Two 
Figures — (a)  A  Natural  Male  or  Female 
Figure  ;  (b)  The  same  Figure  Anatomatised. 
In  a  Portfolio,  75.  6d.  net. 


Haweis  (Rev.  H.  R.). 

Music  AND  MORALS.  With  Portrait 
of  the  Author.  Crown  8vo.,  65.  net. 

MY  MUSICAL  LIFE.  With  Portrait 
of  Richard  Wagner  and  3  Illustrations, 
Crown  8voM  6s.  net. 
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Huish,    Head,    and    Longman.— 

SAMPLERS  AXD  TAPESTRY  EMBROIDERIES. 
By  MARCUS  B.  HUISH,  LL.B. ;  also  'The 
Stitchery  of  the  Same,'  by  Mrs.  HEAD  ; 
and  '  Foreign  Samplers,'  by  Mrs.  C.  J. 
LONGMAN.  With  30  Reproductions  in 
Colour,  and  40  Illustrations  in  Mono- 
chrome. 4to.,  £2  25.  net. 

Hullah. — THE  HISTORY  OF  MODERN 
Music.  By  JOHN  HULLAH.  8vo.,  8s.  6d. 

Jameson  (Mrs.  ANNA). 

SACRED  AND  LEGENDARY  ART,  con- 
taining Legends  of  the  Angels  and  Arch- 
angels, the  Evangelists,  the  Apostles,  the 
Doctors  of  the  Church,  St.  Mary  Mag- 
dalene, the  Patron  Saints,  the  Martyrs, 
the  Early  Bishops,  the  Hermits,  and  the 
Warrior-Saints  of  Christendom,  as  repre- 
sented in  the  Fine  Arts.  With  19  Etchings 
and  187  Woodcuts.  2  vols.  8vo.,  205.  net. 

LEGENDS  OF  THE  MONASTIC  ORDERS, 
as  represented  in  the  Fine  Arts,  com- 
prising the  Benedictines  and  Augustines, 
and  Orders  derived  from  their  Rules,  the 
Mendicant  Orders,  the  Jesuits,  and  the 
Order  of  the  Visitation  of  St.  Mary.  With 
ii  Etchings  and  88  Woodcuts.  i  vol. 
Svo.,  i  os.  net. 

LEGENDS  OF  THE  MADONNA,  OR 
BLESSED  VJRGINMARY.  Devotional  with 
and  without  the  Infant  Jesus,  Historical 
from  the  Annunciation  to  the  Assumption, 
as  represented  in  Sacred  and  Legendary 
Christian  Art.  With  27  Etchings  and 
165  Woodcuts,  i  vol.  8vo.,  los.  net. 

THE  HISTORY  OF  OUR  LORD,  as  ex- 
emplified in  Wrorks  of  Art,  with  that  of 
His  Types,  St.  John  the  Baptist,  and 
other  persons  of  the  Old  and  New  Testa- 
ment. Commenced  by  the  late  Mrs. 
JAMESON  ;  continued  and  completed  by 
LADY  EAST/LAKE.  With  31  Etchings 
and  281  Woodcuts.  2  vols.  8vo.,  2os.  net. 

Kristeller. — ANDREA  MANTEGNA. 
By  PAUL  KRISTELLER.  English  Edition  by 
S.  ARTHUR  STRONG,  M.A.,  Librarian  to  the 
House  of  Lords,  and  at  Chatsworth.  With 
26  Photogravure  Plates  and  162  Illustrations 
in  the  Text.  410.,  gilt  top,  £3  los.  net. 

Macfarren.  —  LECTURES  ON  HAR- 
MONY. By  Sir  GEORGE  A.  MACFARREN. 

8VO.,    125. 

Matthay. —  THE   .  TOUCH  IN 

ITS  DH-EKS.TY.  An  Analysis  and 
Synthesis  of  Pianoforte  Tone  Production. 
By  'IOHIAS  M.\i  THAY.  Fellow  and  Professor 
of  the  Royal  Academy  of  Music,  London, 
etc.  With  22  Illustrations.  8vo.,  75.  6tf, 


Morris  (WILLIAM). 

ARCHITECTURE,  INDUSTRY  AND 
WEALTH.  Collected  Papers.  Crown 
8vo.,  6s.  net. 

HOPES  AND  FEARS  FOR  ART.  Five 
Lectures  delivered  in  Birmingham,  Lon- 
don, etc.,  in  1878-1881.  Cr  8vo.,  45.  6d. 

AN  ADDRESS  DELIVERED  AT  THE 
DISTRIBUTION  OF  PRIZES  TO  STUDENTS 
OF  THE  BIRMINGHAM  MUNICIPAL  SCHOOL 
OF  ART  ON  2T.ST  FEBRUARY,  1894.  8vo., 
25.  6d.  net.  (Printed  in  '  Golden  '  Type.) 

SOME  H i NTS  ON  PATTERN-DESIGN- 
ING :  a  Lecture  delivered  at  the  Working 
Men's  College,  London,  on  loth  Decem- 
ber, 1881.  8vo.,  2S.  6d.  net.  (Printed  in 
'Golden'  Type.) 

ARTS  AND  ITS  PRODUCERS  (1888) 
AND  THE  ARTS  AND  CRAFTS  OF  TO-DAY 
(1889).  8vo.,  2s.  6d.  net.  (Printed  in 
'  Golden '  Type.) 

ARTS    AND    CRAFTS   ESSAYS.      By 
Members  of  the  Arts  and  Crafts  Exhibition 
Society.      With  a   Preface   by  WILLIAM 
MORRIS.      Crown  8vo.,  2s.  6d.  net. 
%*  For    Mr.    William    Morris's   other 
Works,  see  pp.  24,  27,  28  and  40. 

Robertson. — OLD    ENGLISH    SONGS 

AND  DANCES.  Decorated  in  Colour  by  W. 
GRAHAM  ROBERTSON.  Royal  4to.,  425.  net. 
Scott. — PORTRAITURES  OF  JULIUS 
CAESAR:  a  Monograph.  By  FRANK  JESUP 
SCOTT.  With  38  Plates  and  49  Figures  in 
the  Text.  Imperial  8vo.,  2 is.  net. 

Vanderpoel. —  COLOUR    PROBLEMS: 

a  Practical  Manual  for  the  Lay  Student  of 
Colour.  By  EMILY  NOYES  VANDERPOEL. 
W^ith  117  Plates  in  Colour.  Sq.  8vo.,  2is.  net. 

Van  Dyke.— A  TEXT-BOOK  ON  THE 
HISTORY  OF  PAINTING.  By  JOHN  C.  VAN 
DYKE.  With  no  Illustrations.  Cr.  8vo.,  6s. 

Wellington.— A  DESCRIPTIVE  AND 
HISTORICAL  CATALOGUE  OF  THE  COLLEC- 
TIONS OF  PICTURES  AND  SCULPTURE  AI 
APSLEY  HOUSE,  LONDON.  By  EVELYN, 
Duchess  of  Wellington.  Illustrated  by  52 
Photo-Engravings,  specially  executed  by 
BRAUN,  CLEMENT,  &  Co.,  of  Paris.  2  vols., 
royal  4to.,  £6  6s.  net. 

Willard.  —  HISTORY  OF  MODERN 
ITALIAN  ART.  By  ASHTON  ROLLINS 
WILLARD.  Part  I.  Sculpture.  Part  II. 
Painting.  Part  III.  Architecture.  With 
Photogravure  Frontispiece  and  numerous 
full-page  Illustrations.  8vo.,  2is.  net. 

Wotton. — THE  ELEMENTS  of  ARCHI- 
TECTURE.    Collected  by  HENRY  WOTTON, 
Kt.,  from  the  best  Authors  and  Example 
Royal  i6mo.,  boards,   ios.  6i(    net. 
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Miscellaneous  and  Critical  Works. 


Auto  da  Fe  and  other  Essays : 

some  being  Essays  in  Fiction.  By  the 
Author  of  '  Essays  in  Paradox  '  and  '  Ex- 
ploded Ideas '.  Crown  8vo.,  55. 

Bagehot. — LITERARY  STUDIES.  By 
WALTER  BAGEHOT.  With  Portrait.  3  vols. 
Crown  8vo.,  35.  6d.  each. 

Baring- Gould.—  CURIOUS  MYTHS  OF 
THE  MIDDLE  AGES.  By  Rev.  S.  BARING- 
GOULD.  Crown  8vo.,  35.  6d. 

Baynes.  —  SHAKESPEARE  STUDIES, 
and  other  Essays.  By  the  late  THOMAS 
SPENCER  BAYNES,  LL.B.,  LL.D.  With  a 
Biographical  Preface  by  Professor  LEWIS 
CAMPBELL.  Crown  8vo.,  75.  6d. 

Bonnell.  -  -  CHARLOTTE  BRONTE, 
GEORGE  ELIOT,  JANE  AUSTEN:  Studies  in 
their  Works.  By  HENRY  H.  BONNELL. 
Crown  8vo.,  75.  6d.  net. 

Booth. — THE  DISCOVERY  AND  DE- 
CIPHERMENT OF  THE  TRILINGUAL  CUNEI- 
FORM INSCRIPTIONS.  By  ARTHUR  JOHN 
BOOTH,  M.A.  With  a  Plan  of  Persepolis. 
8vo.  145.  net. 

Charities  Register,  The  Annual, 

AND  DIGEST:  being  a  Classified  Register 
of  Charities  in  or  available  in  the  Metropolis. 
8vo.,  55.  net. 

Christie. — SELECTED  ESSAYS.  By 
RICHARD  COPLEY  CHRISTIE,  M.A.,  Oxon. 
Hon.  LL.D.,  Viet.  With  2  Portraits  and  3 
other  Illustrations.  8vo.,  125.  net. 

Dickinson. — KING  ARTHUR  IN  CORN- 
WALL. By  W.  HOWSHIP  DICKINSON,  M.D. 
With  5  Illustrations.  Crown  8vo.,  45.  6d. 

Essays  in  Paradox.    By  the  Author 

of  '  Exploded  Ideas  '  and  '  Times  and 
Days  '.  Crown  8vo.,  55. 

Evans. — THE  ANCIENT  STONE  IM- 
PLEMENTS, WEAPONS  AND  ORNAMENTS  OF 
GREAT  BRITAIN.  By  Sir  JOHN  EVANS, 
K.C.B.  With  537  Illustrations.  8vo., 
105.  6d.  net. 

Fitzwygram.  --   HORSES       AND 

STABLES.  By  Lieut. -General  Sir  F. 
FITZWYGRAM,  Bart.  With  56  pages  of 
Illustrations.  8vo.,  35.  net. 

Frost.  —  A  MEDLEY  BOOK.  By 
GEORGE  FROST.  Crown  8vo.,  35.  6d.  net. 


G  eikie. — THE  Vic  A  RAND  HIS  FRIENDS. 
Reported  by  CUNNINGHAM  GEIKIE,  D.D., 
LL.D.  Crown  8vo.,  55.  net. 

G  i  1  k  e  S.  —  THE  NE  w  RE VOL  UTION. 
By  A.  H.  GILKES,  Master  of  Dulwich 
College.  Fcp.  8vo.,  is.  net. 

Haggard  (H.  RIDER). 

A  FARMER'S  YEAR:  being  his  Com- 
monplace Book  for  1898.  With  36  Illus- 
trations. Crown  8vo.,  75.  6d.  net. 

RURAL  ENGLAND.  With  23  Agri- 
cultural Maps  and  56  Illustrations  from 
Photographs.  2  vols.,  8vo.,  365.  net. 

Harvey- Brooks. — MARRIAGE    AND 

MARRIAGES:  Before  and  After,  for  Young 
and  Old.  By  E.  C.  HARVEY-BROOKS 
Crown  8vo.,  45.  net. 

Hodgson. — OUTCAST    ESSAYS 

VERSE  TRANSLATIONS.  By  SHADWORTH 
H.  HODGSON.  Crown  8vo.,  85.  6d. 

Hoenig.  —  INQUIRIES      CONCERNING 

THE  TACTICS  OF   THE  FUTURE.      By  FRITZ 

HOENIG.  With  i  Sketch  in  the  Text  and  5 
Maps.  Translated  by  Captain  H.  M.  BOWER. 
8vo.,  155.  net. 

Hutchinson. — DREAMS  AND  THEIR 
MEANINGS.  By  HORACE  G.  HUTCHINSON. 
8vo.,  gilt  top,  gs.  6d.  net. 

Jefferies  (RICHARD). 

FIELD  AND  HEDGEROW:  With  Por- 
trait. Crown  8vo.,  35.  6d. 

THE   STORY  OF  MY   HEART:    my 

Autobiography.     Crown  8vo.,  35.  6d. 
RED  DEER.     With  17  Illustrations. 

Crown  8vo.,  35.  6d. 
THE  TOILERS  OF  THE  FIELD.  Crown 

8vo.,  35.  6d. 
WOOD   MAGIC  :    a    Fable.       Crown 

8vo.,  35.  6d. 

Jekyll  (GERTRUDE). 

HOME  AND  GARDEN  :  Notes  and 
Thoughts,  Practical  and  Critical,  of  a 
Worker  in  both.  With  53  Illustrations 
from  Photographs.  8vo.,  IDS.  6d.  net. 

WOOD  AND  GARDEN:  Notes  and 
Thoughts,  Practical  and  Critical,  of  a 
Working  Amateur.  With  71  Photographs. 
8vo.,  los.  6d.  net. 

OLD  WEST  SURREY  :  Some  Recol- 
lections. \Yith  numerous  Illustrations 
from  Photographs  by  the  Author.  8vo. 
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Johnson  (J.&J.  H.). 


THE  PATENTEE'S  MANUAL  :  a 
Treatise  on  the  Law  and  Practice  of 
Letters  Patent.  8vo.,  105.  6d. 

AN  EPITOME  OF  THE  LAW  AND 
PRACTICE  CONNECTED  WITH  PATENTS 
FOR  L\  Ff.V770.vs,  with  a  reprint  of  the 
Patents  Acts  of  1883,  1885,  1886  and 
1888.  Crown  8vo.,  25.  6d. 


Joyce. —  THE  ORIGIN  AND  HISTORY 
OF  IRISH  NAMES  OF  PLACES.  By  P.  W. 
JOYCE,  LL.D.  2  vols.  Crown  8vo.,  55.  each. 


Lang  (ANDREW). 

LETTERS  TO  DEAD  AUTHORS.  Fcp. 
8vo.,  25.  6d.  net. 

BOOKS  AND  BOOKMEN.  With  2 
Coloured  Plates  and  17  Illustrations. 
Fcp.  8vo.,  25.  6d.  net. 

OLD  FRIENDS.  Fcp.  8vo.,  2s.  6d.  net. 
LETTERS    ON    LITERATURE.      Fcp. 

8vo.,  25.  6d.  net. 

ESSAYS  IN  LITTLE.  With  Portrait 
of  the  Author.  Crown  8vo.,  25.  6d. 

COCK  LANE  AND  COMMON-SENSE. 
Crown  8vo.,  35.  6d. 

THE  BOOK  OF  DREAMS  AND  GHOSTS. 
Crown  8vo.,  35.  6d. 


Matthews. — NOTES  ON  SPEECH- 
MAKING.  By  BRANDER  MATTHEWS.  Fcp. 
8vo.,  15.  6d.  net. 


Max  Mfiller  (The  Right  Hon.  F.). 
COLLECTED  WORKS.    20  vols.    Yols. 

I. -XIX.       Crown    8vo.,    55.    each.     Vol. 
XX..   75.   6d.  net. 

Vol.  I.  NATURAL  RELIGION:  the  Gifford 
Lectures,  ,1888. 

Vol.  II.  PHYSICAL  RELIGION:  the  Gifford 
Lectures,  1890. 

Vol.  III.   ANTHROPOLOGICAL  RELIGION: 
the  Gifford  Lectures,  1891. 

Vol.  IV.    THEOSOPHY;  or,  Psychological 
Religion  :  the  Gifford  Lectures,  1892. 


Max  Muller  (The  Right  Hon.  F.)- 

continued. 

CHIPS  FROM  A  GERMAN  WORKSHOP. 
Vol.  V.   Recent  Essays  and  Addresses. 
Vol.  VI.  Biographical  Essays. 

Vol.  VII.  Essays  on  Language  and  Litera- 
ture. 

Vol.   VIII.    Essays   on    Mythology    and 
Folk-lore. 


Vol.  IX.  THE  ORIGIN  AND  GROWTH  OF 
RELIGION,  as  Illustrated  by  the  Re- 
ligions of  India  :  the  Hibbert  Lectures, 
1878. 

Vol.  X.    BIOGRAPHIES  OF  WORDS,  AND 

THE  HOME   OF   THE  ARYAS. 

Vols.  XL,  XII.  THE  SCIENCE  OF 
LANGUAGE;  Founded  on  Lectures  de- 
livered at  the  Royal  Institution  in  1861 
and  1863.  2  vols.  105. 

Vol.  XIII.  INDIA  :  What  can  it  Teach 
Us? 

Vol.  XIV.  INTRODUCTION  TO  THE 
SCIENCE  OF  RELIGION.  Four  Lectures, 
1870. 

Vol.  XV.  RAMAKRISHKA  :  his  Life  and 
Sayings. 

Vol.  XVI.  THREE  LECTURES  ON  THE 
VEDANTA  PHILOSOPHY,  1894. 

Vol.  XVII.  LAST  ESSAYS.  First  Series. 
Essays  on  Language,  Folk-lore,  etc. 

Vol.  XVIII.  LASTESSAYS.  Second  Series. 
Essays  on  the  Science  of  Religion. 

Vol.  XIX.  THE  SILESIAX  HORSEHERD 
('  Das  Pferdebiirla  ') :  Questions  of  the 
Hour  answered  by  F.  MAX  MULLER. 
Translated  by  OSCAR  A.  FECHTER, 
Mayor  of  North  Jakima,  U.S.A.  With 
a  Preface  by  J.  ESTLIN  CARPENTER 
Crown  8vo.,  55. 

*#*  This  is  a  translation  of  a  work  which 
was  published  some  years  back  in  Germany, 
but  which  is  now  for  the  first  time  translated 
into  English.  It  consists  of  a  controversy  on 
religion  carried  on  between  Professor  Max 
Mil  Her  and  an  unknown  correspondent  in 
America. 

Vol.  XX.  THE  Six  SYSTEMS  OF  INDIAN 
PHILOSOPHY  Crown  8vo.,  75.  6d.  net. 
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Milner. — COUNTRY  PLEASURES:  the 
Chronicle  of  a  Year  chiefly  in  a  Garden. 
By  GEORGE  MILNER.  Crown  8vo.,  35.  td. 

Morris. — SIGNS  OF  CHANGE.     Seven 

Lectures  delivered  on  various  Occasions. 
By  WILLIAM  MORRIS.  Post  8vo.,  45.  6d. 

Parker  and  Unwin. — THE  ART  OF 

BUILDING  A  HOME  :  a  Collection  of 
Lectures  and  Illustrations.  By  BARRY 
PARKER  and  RAYMOND  UNWIN.  With  68 
Full-page  Plates.  8vo.,  los.  6d.  net. 

PollOCk. — -JANE  AUSTEN:  her  Con- 
temporaries and  Herself.  By  WALTER 
HERRIES  POLLOCK.  Cr.  8vo.,  35.  6d.  net. 

Poore  (GEORGE  VIVIAN,  M.D.). 

ESSAYS  ON  RURAL  HYGIENE.  With 
13  Illustrations.  Crown  8vo.,  65.  6d. 

THE  DWELLING  HOUSE.  With  36 
Illustrations.  Crown  8vo.,  35.  6d. 

THE  EARTH  IN  RELATION  TO  THE 
PRESERVATION  AND  DESTRUCTION  OF 
CONTAGIA  :  being  the  Milroy  Lectures 
delivered  at  the  Royal  College  of  Physi- 
cians in  1899,  together  with  other  Papers 
on  Sanitation.  With  13  Illustrations. 
Crown  8vo.,  55. 

COLONIAL  AND  CAMP  SANITATION. 
With  ii  Illustrations.  Cr.  8vo.,  25.  net. 

Rossetti. — A  SHADOW  OF  DANTE  : 
being  an  Essay  towards  studying  Himself, 
his  World  and  his  Pilgrimage.  By  MARIA 
FRANCESCA  ROSSETTI.  Crown  8vo.,  35.  6d. 

Seria   Ludo.      By   a    DILETTANTE. 

Post  4to. ,  55.  net. 

%*  Sketches  and   Verses,  mainly  reprinted 
from  the  St.  James's  Gazette. 

Shadwell.  —  DRINK  :  TEMPERANCE 
AND  LEGISLATION.  By  ARTHUR  SHADWELL, 
M.A.,  M.D.  Crown  8vo.,  55.  net. 

Soulsby  (Lucv  H.  M.). 

STRAY  THOUGHTS  ON  READING. 
Fcp.  8vo.,  cloth,  2s.  6d.  net.  ;  limp 
leather,  gilt  edges,  35.  6d.  net. 

STRAY  THOUGHTS  FOR  GIRLS.    Fcap. 

8vo.,  cloth,  2s.  6d.  net ;  limp  leather,  gilt 

edges,  35.  6d.  net. 

*^*  Copies  of  the  Original  Edition  can  still 
be  Jnid.      i6wo.,  is.  6d.  JK  t. 


Soulsby  (Lucv  H.  M.) — continued. 

STRA  Y  THOUGHTS  FOR  MOTHERS  AND 
TEACHERS.  Fcp.  8vo.,  cloth,  25.  6d.  net ; 
limp  leather,  gilt  edges,  35.  6d.  net. 

STRAY  THOUGHTS  FOR  INVALIDS. 
i6mo.,  2s.  net. 

STRAY  THOUGHTS  ON  CHARACTER. 
Fcp.  8vo.,  cloth,  25.  6d.  net ;  limp  leather, 
gilt  edges,  35.  6d.  net. 

Southey. — THE  CORRESPONDENCE  OF 
ROBFRTSOUTHEY  WITH  CAROLINE  BOWLES. 
Edited  by  EDWARD  DOWDEN.  8vo.,  145. 

Stevens. — ON  THE  STOWAGE  OF  SHIPS 
AND  THEIR  CARGOES.  With  Information  re- 
garding Freights,  Charter- Parties,  etc.  By 
ROBERT  WHITE  STEVENS.  8vo.,  2is. 

Thuillier. — THE  PRINCIPLES  OF  LAND 
DEFENCE,  AND  THEIR  APPLICATION  TO  THE 
CONDITIONS  OF  TO-DAY.  By  Captain  H. 
F.  THUILLIER,  R.E.  With  Maps  and  Plans. 
8vo.,  I2S.  6d.  net. 

Turner  and  Sutherland. — THE  DE- 
VELOPMENT OF  AUSTRALIAN  LITERATURE. 
By  HENRY  GYLES  TURNER  and  ALEXANDER 
SUTHERLAND.  With  Portraits  and  Illustra- 
tions. Crown  8vo.,  55. 

Ward.  —  PROBLEMS   AND    PERSONS. 

By  WILFRID  WARD,  Author  of  '  The  Life 

and    Times    of    Cardinal    Wiseman,'    &c. 

8vo.,   145.  net. 

CONTENTS.— The  Time-Spirit  of  the  Nineteenth 
Century — The  Rigidity  of  Rome — Unchanging  Dogma 
and  Changeful  Man — Balfour's  '  The  Foundations  of 
Belief — Candour  in  Biography — Tennyson — Thomas 
Henry  Huxley — Two  Mottoes  of  Cardinal  Newman — 
Newman  and  Renan— Some  Aspects  of  the  Life-work 
of  Cardinal  Wiseman — The  Life  of  Mrs.  Augustus 
Craven. 

Weathers. — A  PRACTICAL  GUIDE  TO 
GARDEN  PLANTS.  By  JOHN  WEATHERS, 
F.R.H.S.  With  159  Diagrams.  8vo.,  215. 
net. 

W'inston. — MEMOIRS   OF  A    CHILD. 

By  ANNIE  STEGER  WINSTON.     Fcaj 

2s.  6rf.  net. 

Contents— I.  The  Child  and  the  Child's  I 
II.  People.  —  III.  The  Garden  and  a  few  Related 
Things.— IV.  Divers  Delights.- V.  The  Child  and 
'The  Creatures'. —  VI.  Playthings.  —  VI 1.  Portable 
Property.-  V11I.  Pomps  and  Vanities.  —  IX.  Social 
Divertissements. — X.  Conduct  and  Kindred  Matters. 
XI.  Dreams  and  Reveries.— XII.  Bugbears,- Mil. 
Handicraft.— XIV.  School,  Slightly  Considered.— 
XV.  Books.  —  XVI.  Language.  — XVII.  Random  Re- 
flections.— Conclusion. 
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